THE 


BANKER’S MAGAZINE 


AND 


Statistical Register. 





Vout X11 } APRIL, 1879. 


Tuirp SERIEs. 





THE HOME MARKET FOR AMERICAN SECURITIES. 


Near the end of February, the Bank of Montreal, acting in 
conjunction with a banking firm of New York city, undertook 
to place in the markets on this side of the Atlantic a five-per- 
cent. loan of the Province of Quebec, for about three mil- 
lion dollars, on better terms for the Province than were 
offered by any bankers in London. It is understood that 
they had succeeded, three weeks ago, in accomplishing what 
they undertook. This is a competition with British money 
lenders in cashing a security of a class, the manipulation of 
which has heretofore been entirely monopolized by them. 
It has always been considered that London was the exclu- 
sive, because the best, market for the public stocks of the 
British Colonies, quite as much as for the consols of Great 
Britain itself. 

It may be that in this case, the London bankers would 
have offered better terms for the Province of Quebec loan, if 
they had conceived of the possibility of a competition from 
New York. 

Loanable capital has increased enormously in this country 
relatively to the demand for it, within three or four years. 
This is shown by the rapid and large fall in the rates of 
interest in our money markets, and in the constant flow of 
American securities from Europe to this country It is not 
yet true that rates of interest here are as low as they are on 
the other side of the Atlantic, but the difference between 
them has much diminished, and is now not great. All sound 
American securities still held abroad will be purchased and 
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brought home, and no new negotiations of sound American 
securities will be made in Europe, unless the difference in 
the rates of interest here and there shall become large. It 
is not necessary, in order to ensure these results, that Ameri- 
can rates should be lower than, or even exactly equal to, 
European rates. There is always a certain margin of prefer- 
ence for a home security over a foreign security, from the 
greater convenience and less expense of collecting the divi- 
dends, and from the more perfect knowledge and confidence 
of investors. Europeans will not purchase or hold American 
securities except at such prices, that the return will be appre- 
ciably greater than what they could obtain upon European 
securities. Furthermore, it is probably only a very small 
fraction of European investors who will purchase American 
security at any price, although doubtless this fraction, 
although small in numbers, includes those whose investments 
are on the largest scale. 

It is the settled opinion of the great majority of the people 
of this country, that it is a misfortune to have its public, 
corporate, or private, securities held abroad. The doctrine of 
borrowing in the cheapest markets may be theoretically cor- 
rect, but to popular apprehension, interest paid to foreigners 
is very much like the rent paid to absentee landlords, which 
is the standing grievance of Ireland. If the difference of the 
rate of interest at home and abroad is not excessive, the 
people prefer to have for their creditors, those who live and 
spend their incomes here. This popular view of the subject 
has been very uniformly reflected in the legislation of Con- 
gress. Of the great number of laws authorizing loans, passed 
during and since the Civil War, only one ever authorized a 
loan payable abroad, or in foreign money. The exceptional 
law was passed at a disastrous period of the war (UV. S. 
Statutes, vol. 12, page 260), giving to the Treasury this 
authority (which was never exercised, however,), in respect 
to a loan of $ 100,000,000. 

When the law of 1870, under which the National debt is 
now being refunded, was pending in the Senate, an effort 
was made by the present Secretary of the Treasury, to 
authorize any of the bonds under it to be made payable in 
London, Paris, or Berlin, and in pounds, francs, or thalers. 
The proposition met with no favor, and was voted down by 
an overwhelming majority, the late Senator Sumner express- 
ing (March 9, 1870) the prevailing sentiment of the Senate 
in the following language : 

“T cannot forget my own country, nor can I forget that great pri- 
macy which I hope to see her assume in the money markets of the 
world. New York is our natural money centre. Why should we 
revolve about European money centers? Let us keep our own center 
here at home.” 


Concurring ourselves fully in this general popular repug- 
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nance to the placing of American loans in Europe, and 
entertaining the opinion that it should be discouraged as 
much as possible by laws, State and National, we will pro- 
ceed to submit to the judgment of our readers, some sugges- 
tions as to practical measures of legislation having that ob- 
ject in view. 

It is quite obvious that if the reasons are sound, which 
have decided Congress to make National loans payable only 
at home, and in American money, they apply with equal 
force to State loans, and to municipal and corporate loans 
made under the authorization of the States. Very few State 
loans have been made payable in foreign money. Massachu- 
setts, we think, has made more of them than any other State, 
and perhaps more than all other States together. Rail- 
road loans made payable in gold, or in sterling money, have 
been very common in recent years. 

If it is to be the policy of this country to have its metallic 
money consist of gold and silver, it is unwise on many 
accounts to permit bonds to be made payable in gold. Con- 
gress can prevent the issue of gold bonds, by an exercise of 
the power to impose stamp duties, and the States can act 
directly on the subject, by declaring void all such bonds 
hereafter issued by public or private corporations under their 
jurisdiction. The fact that Europeans prefer gold bonds and 
dislike coin bonds, which can be discharged in silver at the 
option of the paying party, is reason enough for preventing 
the issue of any bonds, except those payable either in coin, 
or in lawful money. Of course, the real disadvantage to a 
holder of having an American bond payable in coin, rather 
than in gold, when there is a difference in the value of gold 
and silver coins, is as great to an American as it is to Euro- 
peans, but it is not felt in the same way, and is a less 
obvious objection to the holding of such bonds. An English- 
man or German who receives silver on an American coin 
bond when silver is at discount as compared with gold, 
suffers a loss which is forced upon his observation when he 
converts the silver into the money current in his country. 
The American holder of such a bond receives what is for 
him current money. He cannot fail to perceive, if his atten- 
tion is called to it, that he would have enjoyed a gain, or 
premium, if the payment had been made to him in gold, but 
he is not conscious of any loss because the payment is made 
to him in silver. 

The different methods of imposing taxation have an influ- 
ence in favoring, or in checking, the tendency of securities 
to pass into, or remain in the hands of foreigners. 

We had, in this country, for many years, an income tax 
upon U. S. bonds, or what was called an income tax. It is 
hardly respectful to the intelligence of the leading financial 
managers in Congress who prescribed the method of collect- 
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ing it, to assume that they had at any time the serious pur- 
pose of obtaining any revenue in that way from those bonds. 
Instead of deducting the tax from the coupons, as is done 
by the intelligent governments of Europe, which would infal- 
libly have assured its collection, they charged the tax only to 
such citizens of this country as were disposed to disclose the 
fact of their ownership of the bonds. This method insured 
infallibly the non-collection of the tax, and the revenue 
derived from it was substantially nothing. It is not our 
present purpose however, to comment upon the failure to 
produce revenue of that method of collecting an income tax. 
The objection we now make to it, is that just so far as it 
was effective at all in producing revenue, it gave a direct 
bounty upon the foreign holding of U. S. bonds, by subject- 
ing American holders to a tax from which European holders 
were exempt. 

Upon the general question that incomes derived by for- 
eigners from investments in this country should be taxed to 
the same degree as similar incomes derived by our own citi- 
zens, there always was but one opinion in Congress. Soon 
after income taxes were first imposed during the Civil War, 
a construction was given to them by one of the bureaus in 
the Treasury Department, exempting foreigners in those cases 
in which the tax was specifically levied upon dividends and 
coupons. Congress lost no time in overruling this construc- 
tion, by an express enactment to the contrary. 

There has been a good deal of popular prejudice against 
the exemption of U. S. bonds from State and municipal 
taxes. But manifestly, if they were not so exempt, the ten- 
dency would be strong and constant to transfer the holding of 
them to foreigners. The difference of profit in holding them 
would be so much in their favor, by reason of their escape 
from a burden so considerable as State and municipal taxes, 
that it would only be in exceptional cases and for excep- 
tional purposes, that they would be held in this country at 
all. The present policy seems to us to be, in all respects, 
the best. As the exemption is a part of the terms under 
which they are issued, and quite as much so as either the 
rate of interest, the term which they have to run, or the 
kind of money in which they are payable, the public are sup- 
posed to receive an equivalent for the exemption in the price 
of the bonds, or in the reduced rate of interest at which the 
exemption enables them to be negotiated. In fact, as we 
apprehend, the public receive, in this way, a good deal more 
than an equivalent, inasmuch as the revenue possible to be 
derived by States and municipalities, from taxing U. S. bonds, 
is largely illusory. They have no certain and effective 
means of finding out who hold them, and always and nec- 
essarily fail in collecting any appreciable revenue from taxes 
attended with that species of difficulty. 





1879. } HOME MARKET FOR AMERICAN SECURITIES. 749 


It is not asking too much in the way of favoring the hold- 
ing by Americans of American securities, that they should 
be made payable here and in American money, and that for- 
eigners should enjoy no bounties or advantages in competing 
for them, in the shape of exemption from taxes to which 
home investors are subjected. To insist upon these terms is 
entirely consistent with every fair requirement of the doc- 
trine of free trade as applied to money. 


AN EXPORT OF GOLD. 


Exchange on London has been for many weeks close up 
to the point which would cause an export of gold. Such an 
export is regarded in some quarters with more apprehension 
than it ought to excite. 

It is quite plain that we cannot go on forever, retaining 
for our exclusive use, the products of our gold and silver 
mines, coining them at our mints and adding them to our 
stock of money. Sooner or later, we must come to what is 
the normal condition of countries possessing rich mines of 
the precious metals, that is to say, we must export such a 
portion of them as is required by the commercial laws which 
control their diffusion over the world. We are now adding 
annually to our stock of money twenty-six millions of coined 
silver dollars, and (approximately) thirty million dollars of 
gold, the material for both. kinds of dollars being obtained 
within our own territories. This is after an allowance for 
that portion of our gold product which is absorbed in the 
arts and does not go to the mints. These new metallic dollars 
swell by so much the aggregate of the monetary circulation. 
They are not substituted for paper dollars, nor are they any 
longer accumulated and locked up in the U. S. Treasury to 
protect coin resumption. The accumulation of the fund 
required for that purpose was completed as long ago as last 
November. When the channels of coin circulation become in 
this way properly filled, so that they may be said to be sat- 
urated, an outflow of coin equal to the current out-turn of 
the mints will be in the natural order of things. Of course, 
nobody can positively affirm that this point of saturation is 
now reached, or fix the exact time when it will be. We only 
know that it is certain to be reached, -sooner or later. 

It is agreed that we do not now require, and shall not use 
sO great a proportion of coin, as compared with either popu- 
lation or the total volume of the currency, as we did during 
the period of specie payments which preceded the Civil War. 

The reasons for this are numerous. Rather more than half 
the paper we now have possesses the quality of legal tender, 
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which none of it then possessed. Greater confidence is felt 
in both the kinds of paper we now use, greenbacks and 
National bank notes, than the old issue of the State banks 
ever enjoyed. Furthermore, the greenbacks and National 
bank notes are equally good and current in all parts of the 
country, and people are not obliged, as formerly, to carry 
gold for use at distant points. How much these circum- 
stances will reduce the necessary proportion of specie in our 
circulation can only be determined by experience, but nobody 
doubts that the reduction will be large. 

It is as undesirable as it is impossible to retain an excess 
of the precious metals, beyond our own fair requirements for 
money. If gold goes abroad, it will be in free and voluntary 
exchanges for something else, and just now, when we are 
buying our own securities in Europe, and not mere luxuries, 
as was too commonly the case a few years ago, there can be 
no better exchange for any gold we have to spare. It is also 
manifestly true that any gold which we do not absolutely 
need, will be-more useful to us in Europe than at home. 
Next to having money enough for our own use we are inter- 
ested in having money abundant in Europe, because it is 
there that we dispose of rather more than four-fifths of all 
our exports. The worst possible policy for us to pursue, 
would be to cramp the European money markets, with the 
inevitable consequences. of low prices for our agricultural 
staples, for which Europe is the chief outlet. The Board of 
Trade of one of our leading Western cities, congratulated the 
country a few weeks ago upon the prospect of retaining at 
home, for an indefinite period, the entire product of our gold 
and silver mines. Nothing worse for Western farmers could 
be imagined. 

When an export of the precious metals arises from an 
adverse balance of trade, it proves that prices are relatively too 
high in the country from which the metals flow. The indicated 
and only possible remedy is that always disagreeable thing, 
a reduction of prices. Formerly, the international movement 
of the precious metals depended wholly upon fluctuating 
balances of international trade, and hence it is, that an export 
of gold and silver has become associated in the public mind 
with ideas of an unfortunate condition of foreign commerce. 
But in modern times, the international movements of specie 
are influenced by the movements of financial securities, almost 
as much as by the movements of trade. In our own present 
case, if it shall turn out that we are called upon to send 
some gold to Europe, it will not be because the balances of 
foreign trade are against us. It will be because those bal- 
ances, although heavily in our favor, are still not sufficiently 
so to offset the sales to us, by foreigners, of American bonds. 
An export of gold under such circumstances does not show 
that our prices are relatively too high and that a reduction 
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must be submitted to. That they are low enough, to say 
the least of it, is proved by the fact of the large balance of 
trade in our favor, and is not disproved because this balance 
is temporarily exceeded by our purchases of securities. 

A case, similar in the principles involved, was shown in 
the dealings between France and England during the closing 
six months of last year, when immense amounts of gold were 
sent from Paris to London. That movement did not result 
from a condition of trade unfavorable to France, or indicate 
the necessity of a fall in the prices of French commodities. 
It resulted from the facts that loans were dear in London and 
cheap in Paris, and that Parisian bankers discounted English 
acceptances, and bought English securities on a great scale, 
and upon very advantageous terms. The outflow of French 
gold, under such circumstances, was not a weakening of 
French resources, but rather an advantageous change in their 
character. 

It is natural enough, that during the first weeks of coin 
resumption in the United States, there should be a sensitive- 
ness if an export of coin should occur. We do not believe 
that such an export will occur to any extent sufficient to 
cause rational alarms, until there is a radical change of cir- 
cumstances, not to be looked for within any near period. 
The low prices here, which are the cause of the favorable 
balance of our foreign trade, may be changed to higher 
prices, but only gradually, and it must be a long time before 
the country relapses into the extravagant habits which caused 
the excessive importation of the era ending with 1873. In 
the meanwhile, the country is getting out of foreign debt, 
and growing financially stronger with every passing day. So 
also, is general confidence in the substantial strength and full 
success of coin resumption, and we shall soon be in a con- 
dition of mind to be as little disturbed as is France, Great 
Britain, or Germany, by temporary outflows of coin. 

In the early part of March an export of gold was con- 
sidered imminent, but the subsequent reduction of the Bank 
of England’s rate of interest and the increasing ease of the 
London money market, together with the higher rates for 
money now prevailing in New York, have changed the situa- 
tion for the time being. It will be affected for several 
months to come by a variety of circumstances, such as an 
increase or decrease of the flow of Government bonds from 
Europe, depending upon the rate at which the refunding 
operations shall progress. The longer an export of gold is 
delayed, the better able we shall be to bear it, as the mines 
are adding constantly to our stock. But whether it comes 
sooner or later it will be no good cause for alarm, unless it 
assumes proportions which there is no reason to anticipate. 
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AMATEUR BANKING. 


The disastrous failure of a great dignitary of the American 
Catholic Church, who had undertaken to act as the banker, 
as well as the spiritual head, of his diocese, has caused great 
scanda: in the important religious body to which he belongs. 
The Catholic pulpit has already visited it with well deserved 
censure from the ecclesiastical side; it remains for secular 
journals to point the moral of it from the side of business 
life. The church and the world are entirely agreed that 
Archbishop Purcell made a grave mistake when he assumed 
that the learning and experience which fitted him to become 
a distinguished prelate, made him also a competent manager 
of great financial interests. The mistake, however, is not an 
uncommon one. Far abler men have not unfrequently been 
known to overrate the versatility of their gifts, and to hold in 
too light estimation the particular training necessary to 
success in other callings than that to which they have been 
specially educated. Sidney Smith said of Lord John Russell, 
that, “he would, with equal confidence, at a moment’s warn- 
ing, assume the lead of the House of Commons, or take the 
command of the channel fleet, or undertake to cut for the 
stone.” We are glad to have so high authority for believing 
that this overweening self-confidence is not exclusively an 
American trait, but belongs equally to the elder branch of 
the Anglo-Saxon family. 

Our countrymen are, however, certainly open to the charge 
of respecting too little the particular training necessary to 
success in any trade or profession. The great complaint of 
old fashioned tradesmen is, that there are no longer any 
apprenticeships ; that half-trained men and boys set up for 
themselves as master workmen. Anybody who has had occa- 
sion to employ a variety of mechanics in house-building, 
within the last twenty years, has had painful occasion to 
learn, how small a proportion of first-rate workmen is to be 
found among the younger class of American handicraftsmen. 
Undoubtedly, the best carpenters and cabinet makers are 
Germans, or of other European nationalities. So difficult is 
it to compel young men, in this city, to go through a 
thorough mechanical apprenticeship, that we heard, the other 
day, of a leading German tradesman sending his son to the 
fatherland to go through the discipline and drudgery to which 
apprentices are still subjected there, in utter despair of ever 
getting the young man to submit to it at home. 

This country is full, not only of amateur mechanics, but 
of amateur merchants, doctors, lawyers, ministers, school- 
masters, and, not the least, of amateur bankers. Each one 
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of these pretenders brings a respectable calling or profession 
into disrepute, and adds to the long catalogue of failures which 
so far outrun the successes in life. There is not a particle of 
doubt that it is the duty, as well as the right, of society to 
protect itself against such a needless addition to the burdens 
which the community at large has in the end to bear. There 
has been far too great a relaxation of the old requirements 
for admission to the trades as well as to the professions. 
We are glad to see that the Courts of New York have lately 
restored the probationary period of attorneyship, before 
admission to the privilege of practicing before the higher 
judicial tribunals. 

Amateur banking is, perhaps, the commonest of all amateur 
professions, because there has never been any particular educa- 
tion marked out for bankers. In the incorporated banks, 
especially in large cities, the matter regulates itself, because 
capitalists will not intrust the handling of the money which 
they subscribe to set up a bank to any but men experienced 
in the business. Bank presidents are often taken from the 
higher walks of other business life, but cashiers, tellers, and 
book-keepers, are almost always selected from those brought 
up from boyhood behind a bank counter. We are still speak- 
ing of the practice of large cities. In the country towns and 
villages a much looser practice often prevails. Small banks 
are got up in places where there has never been a bank before, 
and where, therefore, no experience of the business exists. 
Many such banks have been unsuccessful, mainly for the 
want of such experience. The officers and directors have had 
good intentions, but they have lacked the knowledge requisite 
to keep them from making serious mistakes. 

In the first place, a bank should never be organized in a 
small place, if there is not local business enough to give it a 
living. The very best business which ary bank can do is 
that which lies all around it, where the business done, and 
the people who do it, are perfectly well known. Of course, 
there are the same reasonable limits to be imposed on domes- 
tic lines of credit as to outside loans; but, subject to the 
same general rules of prudent banking, the home business is 
the safest, the most legitimate, and the best. Jn the first 
place, it brings more or less of steady deposits, and the range 
of inquiry as to paper offered is far more limited; and, in the 
second place, it establishes relations of mutual dependence 
and confidence between the money lender and the money 
borrower, which lead, in the long run, to the best pecuniary 
interests of both classes. . 

The small country bank, when got up to give some brief- 
less lawyer, or otherwise dependent and unsuccessful person, 
a place, is sure to become a prey to bad banking. Sharp 
city speculators and over-trading merchants are constantly on 
the lookout for puny institutions of this character, where the 
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want of a healthy home business breeds an appetite for high 
rates of discount and speculative ventures; and where the 
means of accurate information as to the standing of busi- 
ness houses is generally wanting. A city bank officer often 
opens his eyes widely’ with surprise at the sort of paper 
which his country correspondent lays away in the recesses 
of his pocket book, with the comfortable consciousness of 
having shaved it at a usurious rate, and with a happy uncon- 
sciousness of the risk which he runs in taking it at all. 

If small banks, got up for the benefit of a needy office 
seeker, are hazardous, small Savings banks are still worse. 
We might mention instances within our own knowledge 
which would be ludicrous, if the matter were not far too 
serious for jesting, where respectable figure-heads have been 
set up as managers of Savings banks without a particle of 
experience or capacity to learn; men who could not open a 
set of books, and who stared with a look of blank inquiry 
when called upon by public officers to produce a_ balance 
sheet. We recall a respectable country trader who sold hard- 
ware, rum, molasses, boots and shoes, school-books, and cali- 
coes over the counter, who persuaded his neighbors to set 
him up as Treasurer of a Savings bank. He had a high 
standing in the church, and he belonged to the dominant 
political party. From the variety and respectability of his 
functions, the poor people of his village looked up to him 
and trusted him. On the first examination of his bank by 
public officers his only book of accounts was a blotter, his 
vouchers for loans were mixed up with private papers in a 
common receptacle, and his cash box was an empty nail 
cask. Of course, his business operations had been as irreg- 
ular as his methods of authenticating them. With much 
good nature and painstaking he was instructed how to con- 
duct his business in future, and started on a fresh career. 
After a year or two, another visit of the officials found him 
with a large sum of money on deposit—a hundred thousand 
dollars or more—with a greater semblance of regularity in 
his bookkeeping, but with inextricable confusion at the bot- 
tom. Severe censure and threatenings of legal proceedings 
followed this second exhibition of incompetency ; but as there 
was then no sign of malversation in office, his trustees were 
allowed to call in the services of a city expert and to bring 
order again out of chaos. But, as not unfrequently happens, 
corruption in the end followed upon the heels of incompe- 
tency, and the unhappy treasurer turned out at last a heavy 
defaulter—bankrupt in character as well as in fortune. He 
was not in the beginning a dishonest man, perhaps never so 
till he found himself hopelessly involved in the intricacies 
of a business which he had never learned and could not 
understand. 

Archbishop Purcell’s banking was probably of the same 
ignorant but, in the end, disastrous character. His people 
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trusted him because he was their religious teacher and 
spiritual guide; they committed the mistake of confounding 
virtue and religious zeal with business capacity. These 
things are excellent when united, but the first are not safe 
substitutes for the last. As we took occasion to say a short 
time ago, in reference to the failure of a private banking 
house in the same city which has witnessed this religious 
scandal, not every man who sets up a bank is to be trusted 
as a banker. It is just as much a profession as any of those 
which the world denominates as learned, and pretenders and 
ignoramuses are more dangerous in this calling than in any 
other which could be mentioned. 

There has been, unhappily, too much occasion within the 
past few years to quote the oft-repeated commentary, that 
religion is one of the commonest garments with which dis- 
honesty clothes itself. We do not believe that this observa- 
tion applies to Archbishop Purcell’s case. But the use of 
this sheep’s clothing by wolves in business circles has been 
unusually prevalent of late. The list of directors of the City 
of Glasgow Bank, who are at present under penal servitude, 
included a number of church elders and other seemingly 
exemplary Christians, whose religious professions and religi- 
ous offerings seem to have kept even pace with their fidu- 
ciary rascality. 


THE GOLD BASIS OF BRITISH NOTE CIRCULATION. 


The bank-note circulation in Great Britain has a tem- 
porary variation based on the activity or the dullness of 
trade. There is, however, a permanent increase in the 
amount of bank notes outstanding, which results from the 
permanent growth of business transactions. 

The bank-note circulation in Great Britain is issued under 
two conditions: part of the circulation being issued as a 
matterfof privilege, and a second part being, under the law, 
represented by the deposit of an equal amount of gold coin 
or bullion. It is characteristic, however, that the law under 
which bank-notes are issued based on a deposit of gold, 
should be so dependent upon its construction that the 
“authorities ” differ entirely as to the material point. 

The Bank of England issues about fifteen millions of 
pounds sterling, in notes not secured by gold. The circula- 
tion of other banks in the United Kingdom, including that 
of the Private and Joint-Stock banks in England and Wales, 
and the authorized issue of the banks in Ireland and Scot- 
land, amounts to about fourteen millions of pounds sterling. 
This makes a total circulation of bank notes not based on 
gold, of not quite twenty-nine millions sterling in the United 
Kingdom ; on the other hand the issue of bank notes in the 
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whole country, based on a deposit of gold, is between sixteen 
and seventeen millions sterling. 

It is generally supposed, outside of banking circles, and 
perhaps even among students of finance, that this deposit of 
gold, on which the issue of so large a part of the bank notes 
is based, is to redeem the circulation so issued; but, upon 
this point, there is some controversy. The gold held by the 
Scotch and Irish banks, provides no security for the note 
circulation ; and it was the opinion of Mr. Freshfield, the 
solicitor to the Bank of England, in 1856, that the Act of 
1844 must be interpreted in the same manner, as regards the 
circulation of the Bank of England. Mr. Freshfield consid- 
ered “that the provisions of the Act are not for the benefit 
of the note holders, but for ascertaining the limit of issue.” 
The directors of the Bank of England do not, however, agree 
with this opinion, but have asserted that the gold is specifi- 
cally held to redeem the notes issued, or that the gold is 
“ear-marked” for this purpose. In the recent failures of the 
Scotch banks there appeared to be no specific provison for 
holding the gold after the notes were issued. The words of 
the Act under which the Bank of England issues its entire 
circulation, are, that the notes “shall be deemed to be issued 
on the credit of such securities, coin and bullion so appro- 
priated and set apart to the said issue department.” Sir 
Robert Peel in defining the Act when it was passed, described 
the bullion as “the foundation of issue.” It certainly seems 
singular that so important a matter as the continuous holding 
of the redemption fund, for the bank-note circulation of 
Great Britain, either coin or securities, should not be accu- 
rately defined by law. The former confidence that ruin by 
means of unlimited liability was impossible to shareholders, 
was as great as the confidence now existing in Great Britain, 
that no failure to redeem bank notes, issued on a deposit of 
gold, can happen; but management like that under which one 
became a reality, may make the other equally so. 

Comparing the amount of bank-note issue against gold 
with the issue not protected by gold, we find the following 
changes : 

TOTAL BANK-NOTE CIRCULATION IN GREAT BRITAIN, 
Amount not 


-— Circulation issued against gold.—— fssued 
Year. Total circulation. Amount. Percentage. against gold. 
1845 .+ $193,009,000 .. $37,400,000 oe 19 per cent... $ 155,600,000 
1850 ee 167, 500,000 xe 28,000,000 Pes 17 6 139, 500,000 
1855 és 186,000,000 ick 34,300,000 Pa 19 fF 151,700,000 
1860 am 194,000,000 54 43, 700,000 ea 22 re 150, 300,000 
1865 Pe 186,000,000 a 40, 500,000 a 22 Be 145,500,000 
1870 < 200,000,000 we 55,000,000 27 oa 145,000,000 
1875 “ 226,500,000 = 81,500,000 id 30 Pe 145,000,000 
1878 in 225,000,000 on 82,500,000 a 37 7 e 142,500,000 


The noticeable fact in the above table is the steadiness 
of the issue of notes since 1865, based on privileges and secur- 
ities, and the rapid increase in the issue based on gold. 
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The conservative course of finance in Great Britain is a great 
safeguard, but it should be supplemented by legal restrictions 
to reduce losses to a minimum; and especially should it be 
settled authoritatively that the coin upon which bank notes 
are issued, must be specifically kept to redeem them. 


———— 


PRODUCTION OF THE PRECIOUS METALS. 


The falling off in the production of gold and silver in the 
United States in 1878, as compared with 1877, and the 
opinion of Wells, Fargo & Co., that an additional falling off, 
equal to $10,000,000, is probable in 1879, are attracting 
great attention. While the volume of metallic money is not 
the sole factor in determining the metallic prices of commod- 
ities, it is certainly true that such prices depend wholly upon 
the volume of metallic money, when other things are equal. 
Of course, the stock of the precious metals is a very different 
thing from the annual supply of them by new production, 
and is so large, as compared with the annual supply, that it 
is only slowly affected by changes in the yield of the mines. 
Still, in the present depressed condition of metallic prices 
throughout the world, it is not wonderful that any circum- 
stances tending still further to depress them, is viewed with 
apprehension and anxiety. 

During the years 1875, 1876, and 1877, the production of 
gold and silver in the Comstoek lode, was nearer one-fifth 
than one-sixth, of the total production of those metals in the 
entire world. That fact made the situation somewhat critical, 
as the explorations of that lode had already attained great 
depths, and as its continuous yield depends upon successive 
discoveries of great ore bodies, or bonanzas. Just now, the 
yield is small, but it is the opinion of those who have the 
best means of knowing, as shown by the current prices of 
the stocks which represent the mining properties on the lode, 
that its capacity of turning out the metals is still great. 

It is with some diffidence that we should presume to differ 
from an authority on this subject so well approved as Wells, 
Fargo & Co., but we think there is reason to hope that any 
falling off in the yield of the Comstock lode in 1879, as com- 
pared with either of the previous years, will be made good 
elsewhere, and especially by the new silver discoveries in 
Colorado, in the Leadville region. The same circumstances 
which depress other industries, tend to stimulate gold and 
silver mining, and, in fact, it is being prosecuted with 
increased vigor in all the regions in which those metals are 
found; and more and more of these regions are being con- 
Stantly opened by the construction of new railroads, particu- 
larly in Arizona and Colorado. The silver found in the 
Leadville region, not in rocks, but in earthy carbonates, cost- 
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ing very little in the mining and in the extraction of the 
pure metal, is something new. It remains to be seen how 
extensive this region may be, and how permanent the yield 
from it may be, but there is certainly a mass of testimony 
from those who have the best means of knowing, which 
favors hopefulness on both those points. 

In other countries than the United States, the outlook is 
decidedly unfavorable for any such increase in the production 
of the precious metals, as is demanded by the increase in 
the population, trade, and industries of the world. The pro- 
duction of gold in Australia is steadily declining, and the 
recent strong hopes of a recovery from that decline by the 
opening of gold fields in New Guinea, have been decisively 
dissipated by late explorations. The production of silver in 
Mexico is stationary, and so also, so far as is known, is the 
production of gold in Russia. It has been the opinion for 
some years, of those most conversant with the general sub- 
ject, that the best indications of a new and important gold 
field were found in the African regions adjacent to the late 
Transvaal Republic, now absorbed in the African possessions 
of Great Britain. The war with the Zulus postpone the 
realization of any expectation from that quarter. 

We reprint, in this connection, the annexed extract from 
the Edinburgh Review, for January, which gives as clear an 
account as any we have seen of the great gold-bearing 
gravel-bed, running from North to South, in California. As 
the gold can only be obtained from it by the use of water, 
and as only limited amounts of water can be made available 
at the great elevation of this gravel-bed, no increase of the 
annual yield from it is probable. The same facts, however, 
justify the expectation that it may prove to be a long endur- 
ing source of supply. : 

The LZdinburgh Review says: 

“At first the gold-seekers worked away in the ravines and 
river-beds, content with the ample gold which repaid their 
labors. But by-and-by the miners began to track these 
golden sands to a common source. They found that there 
was a point in the course of the streams beyond which little 
or no gold was found, but at which point a vast gravel-bed 
arose on either hand, richly charged with gold, extending for 
miles from North to South, and that it was the cutting of 
the various streams through this immense gravel-bed that 
brought down the golden sands. As explorations were made, 
it was found that this gravel-bed was the channel of a great 
river which had once flowed there. Its course has not yet 
been fully ascertained, but by sinkings at various points it 
has been traced continuously for fifty miles; its breadth 
varies from half a mile to a mile and a half; and the 
gravel-bed which marks the course of this old stream is 
upwards of a hundred yards in depth! At this depth below 
the present surface they find the original bed of the river—a 





1879. ] PRODUCTION OF THE PRECIOUS METALS, 759 


bed of rock, smooth and water-worn, with pot-holes where the 
eddies once swirled ; and the middle of the bed, where the 
current ran strongest, is a good deal lower than the sides. 
How many centuries must have passed while this mighty river 
still flowed upon the bare rock! especially as its current must 
have been slow, for the bed slopes only two or three feet in 
the mile. Thereafter, as time and the weather, and the feed- 
ing torrents and streamlets of the mighty river began to 
wear down the rocks around its source, its channel began to 
be covered with boulders and gravel, until it was filled up to 
a depth of 400 feet. What ages must have passed during 
the existence of the river! And how remote is the time 
when it vanished or forsook its course! This old river-bed 
is now a thousand feet above the level of any of the existing 
rivers of the region. It is 1,000 feet above the Bear River, 
and 1,500 feet above the American River. It must have been 
in a valley, but now its channel occupies high ground, some- 
times actually topping a ridge, through which the torrents of 
subsequent times have cut passages, at varying depths below 
the surface, but none of them reaching down to the rock, 
the original bed of the great river. 

“Here, then, was the main source of the gold as found in 
the ravines, gulches, and sands of the rivers. This vast 
river-course, a mile in breadth and more than a hundred 
yards in depth, is filled with pure quartz, varying in size 
from sand and gravel up to boulders, intermixed with hard 
clay. The boulders are chiefly in the lowest part of the bed, 
which is also the richest in gold, but at every depth the 
gravel is amply auriferous. But whence had come all this 
immense pure quartz, surcharged with gold? No rocks or 
mountains of such a kind as would furnish this quartz- 
gravel are now to be found in California. The ancient river 
flowed from North to South, and away somewhere in the 
North there must have been mountains composed almost 
entirely of quartz; for, we repeat, it is quartz alone ( inter- 
mixed with alluvial clay) which fills the broad and deep 
channel of this old river. It could have been no mere 
hillocks of quartz which sufficed to fill a channel fifty miles 
in length, a mile broad, and 400 feet in depth. Mountains 
of quartz, lofty and broad, must have been there in remote 
ages to fill with their dbris so vast a river-bed as this, 
on supplying the other auriferous gravel-beds of Cali- 
ornia. 

“Geologists have an interesting ficld for study and _ re- 
search in the various gold-bearing gravel-beds of California. 
These are distinct from the auriferous sands of the existing 
streams ; they mark the course of ancient inundations, or of 
rivers which have long ago ceased to flow. They mark the 
course of extinct rivers, just as the boulders and detritus of 
moraines mark the course of extinct glaciers. The largest of 
these gravel-beds is that which we have described, running 
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from Sierra County through Placer County, and which is 
crossed by the Pacific Railway, at Gold Run. What a 
strange and striking picture presents itself to the mind’s eye 
of anyone standing there now! Far in front of him, across a 
mile of gravel-bed, and stretching on either side out of view, 
busy miners and hydraulic appliances are at work where once 
a primeval river, a mile broad and proportionately deep, 
flowed in slow and stately course through a lonely valley, 
untenanted by any tribe of man. The mammoth, the great 
elk, and the moose-deer (the last named being the most 
ancient of surviving quadrupeds in North America), may 
have stood by the wide stream drinking their fill at morn 
and eventide, and with blank-gazing eyes beheld to the 
north the far-off mountains of quartz shooting their white 
pinnacles into the sky, thick-flaked with gold—a dazzling, 
glittering mass of light visible from afar as the slanting sun- 
shine gleamed on their snow-white sides and summits—whiter 
than any marble, and sparkling with gold. Next, these glit- 
tering mountains vanished, sinking in ruins into the bed of 
the great river. Then the sides of the valley, too, sank away, 
and the river itself disappeared, seeking lower channels; and 
finally, its old course was left on high ground, where only 
tiny rivulets are found, far too small to meet the wants of 
the miners now toiling in the dry bed of the vanished river 
—a mighty Pactolus of primeval times. 

“Capital has now come into the field. The small holdings 
of the first miners, about 1oo feet square, have been brought 
up and consolidated into properties of 200 or 300 acres each, 
held by companies. Tunneling and hydraulic operations on 
a larger scale are carried on. Water is brought from the 
mountains, perhaps for a dozen miles or more, in channels 
cut in the rock, or carried in troughs over valleys and 
ravines, and stored in reservoirs at the gravel-beds. The 
water is then carried down to the bottom of the excavation, 
in very strong pipes, and employed under a pressure of 150 
or 400 feet in washing down the cliffs of clay and quartz, 
hard and firm as a wall, which rise around as the excava- 
tions descend. Large tunnels, sometimes 1,500 feet in length, 
are constructed from the bottom of the excavations to the 
nearest ravine; and through these tunnels the loosened 
gravel is carried away by the water from the workings, and 
also washed of its golden particles. Although many proper- 
ties of this kind have been bought, only a few of them can 
be worked at a time, or even brought into the market for the 
formation of a company; for there is a scarcity of water in 
that upland region, and the water that can be obtained is 
already appropriated. The scant supply of water, indeed, 
limits the extent of the mining operations. A wet or dry 
year largely affects the produce of gold ; but the quantity of 
gold as yet untouched, and for the present unworkable, is 
said to be absolutely incalculable.” 
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THE NEW TENDENCIES OF POLITICAL ECONOMY.* 


[ TRANSLATED FROM THE REVUE DES DEUX MONDES BY GEORGE WALKER, | 
( Concluded from March Number, page 706.) 


The physiocratic optimism which has inspired political 
economy from its inception, and which is interwoven, at the 
present time, with all its speculations, is not only contra- 
dicted by facts, but is opposed to the fundamental principle 
of Christianity. A certain school has reproached political 
economy with being an immoral science, because it urges 
man to the pursuit of nothing but his own material advant- 
age, and to live only for sensual gratification. Since it is 
the object of political economy to find out how societies 
ought to be organized, in order to arrive at a condition of 
general well-being, it is nothing more than a revolt against 
asceticism, and not against Christianity, which, by no means, 
requires of us to give up everything; but the idea that order 
is established spontaneously in society, as in the universe, by 
virtue of natural laws, is entirely opposed to the Christian 
idea both of the world and of humanity. According to 
Christianity man is so thoroughly depraved that it requires 
the direct intervention of God and the constant working of 
His grace to keep him in the right way and to accomplish 
his salvation ; the world itself is so much a prey to evil that 
Christians long ago expected, and in certain sects still expect, 
the palingenesia, “new heavens and a new earth,” according to 
the Messianic promises. The evi] that is within us, there- 
fore, must be put under subjection by the sentiment of duty, 
and that which is outside of us, by laws inspired by a senti- 
ment of justice. If we are to hold with the orthodox 
economists, that the better order of things arrived at results 
spontaneously from unlimited /aissez faire, we must suppose 
man either to be good, or to be necessarily obedient to 
inspirations which make him act in conformity to the general 
good. This idea is not only the opposite of Christianity, but 
it is also contradicted by facts. If the human animal is let 
loose you have the warfare of all against all, the dellum 
omnium contra omnes of Hobbes. We find this warfare first in 
the caverns of the pre-historic times, the home of cannibalism, 
later in the forests of the barbarous age, and at the present 
day in the haunts of industry. Even in nature there does 
not prevail an order of justice which we could safely take as 
our exemplar; the utmost that we find in her is a rude 
species of equilibrium which we call the natural order. In 


*Les Tendences nouvelles de L’ Economie Politique et du Socialisme. Revue des Deux 
Mondes. July, 1875. By Emice pe LaveLEyeE. 
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nature, as in history, injustice often triumphs and justice is 
overborne. When a king-fisher has, by patience and address, 
succeeded in seizing its prey and is bearing it homeward to 
its hungry offspring, and an eagle, freebooter of the air, 
pounces on it, and robs it of the fruit of its labors, the 
same sentiment of justice is aroused in us, as when an idle 
master forces his bondman to maintain him on the product 
of his toil. If Cain, the follower of the chase and the war- 
rior, kills Abel, the peaceful shepherd, we side with the vic- 
tim against the assassin. Thus it is that we are constantly 
revolting against facts which take place in nature and in 
society. The Chinese, and those excellent women who see 
in every event that happens an effect of the Divine will, are 
optimists after the manner of the economists who believe in 
the empire of natural laws. Physiocratic optimism also puts 
its trust in the judgment of God and in the ordeals which are 
found among all nations, for the custom of ordeals springs 
out of the idea that God always causes the innocent to tri- 
umph. Job, on the contrary, protests against this immoral 
doctrine, and the children of Israel, down-trodden and scat- 
tered among the nations, do not yet despair of justice, but 
await the hour of recompense. The facts which exist and 
the present organization of society are, doubtless, the neces- 
sary result of certain causes, but those causes are not natural 
laws, they are human facts: ideas, manners, beliefs, which 
may be modified, and from the modification of which other 
laws and other customs will be deduced. 

The theory of natural laws has had two other unfortunate 
consequences: it has discarded all notion of an ideal to be 
attained, and has very considerably narrowed the conclusions 
of politieal economy. In the writings of the orthodox 
economists, the final object to be striven for is never men- 
tioned, nor the reforms which justice might demand. Does 
distribution take place in the way most favorable to the pro- 
gress of humanity and to the happiness of all? Is consump- 
tion conformable to moral laws? Is it not desirable that 
there should be less of hardship among the lower classes 
and less of luxury among the upper? Have we not economic 
duties to fulfill? Since the primitive era, the organization of 
society has been materially modified ; will it not undergo still 
further changes, and in what direction? These are some of 
the questions which official political economy never touches, 
because they do not, it is alleged, enter into its domain. We 
have seen that Bastiat and Cherbuliez point out the reasons. 
The strict science does not concern itself with what ought to 
be but only with what zs, it can, therefore, neither propose 
an ideal nor labor to attain it. It simply describes how 
riches are produced, distributed and consumed; and thence 
results the poverty of its practical conclusions. In short, if 
it were enough simply to proclaim liberty in order that every- 
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thing should arrange itself in the best way, and that har- 
mony might be established, the office of political economy is 
very nearly ended in countries which, like England, the 
Netherlands and Switzerland, have adopted free trade and 
free competition. It will, no doubt, have rendered an import- 
ant service in promoting the abolition of the restraints which 
prevented the expansion of productive forces, and a better 
distribution of labor; but at the present day its functions 
are nearly exhausted. We are approaching the last pages of 
the book, and there will soon be nothing left but to close it 
and to lay it respectfully on the shelf. 

On this point, I think, the criticisms of the Socialists of 
the Chair are well founded. In aiming to make political 
economy an exact science its domain has been too often nar- 
rowed ; it cannot separate itself from politics, morality, law 
and religion. Since it tries to discover how men can best 
arrive at the satisfaction of their wants, it ought to tell us 
what are the forms of government, of property, of religious 
worship, the methods of distribution, and the moral and 
religious ideas most favorable to the production of wealth. 
It ought to present to us the ideal to be attained, and point 
out the way of reaching it. To obtain liberty is most desir- 
able, but we ought to know further what use to make of it. 
In civilized society, not less than in the primitive forest, if 
liberty is not put under the restraints and ordinances of 
morals and of law, it ends in the oppression of the weak 
and the domination of the stronger and more capable: this 
will speedily occur not less in the domain of economy than 
in that of education. The disciples of Darwin will say that 
this is the law of nature and of “selection.” Very well; but 
if it has the effect of crushing me inexorably, I may, at 
least, be excused from giving it my blessing. 

Thus, as it seems to me, has the official political economy 
been justly reproached with enunciating as absolute truths, 
propositions which, in reality, are falsified by facts, just as 
though in mechanics we were to formulate laws of motion 
without taking any account of resistances and friction. 

It is these abstract and general formulas which have 
inspired practical statesmen like M. Thiers with a great dis- 
trust of economic axioms. Let me cite some examples of 
these axioms. Since the time of Ricardo it has been a 
dogma of the science that wages, like profits, tend to equal- 
ize themselves, because free competition speedily brings an 
increased supply to the point where the highest remuneration 
is to be obtained. Now Cliffe Leslie has shown, by statistics 
gathered both in England and on the Continent, that no 
such equality of wages really exists; but on the contrary, 
that the difference of compensations for the same industry, 
between one place and another, is greater at the present day 


than formerly.* 
* See foot-note on following page. 
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It is also an economic axiom, often quoted in the recent 
discussions of the double standard, that the abundance of 
silver is an evil, inasmuch as business is carried on just as 
well with a small as with a large quantity of money. And 
yet the daily quotations of European money markets prove 
that a scarcity of money causes crises, while an abundance of 
it lowers the rate of discount, and gives, in consequence, an 
impulse to production and to transactions. Free trade holds 
that the balance of trade is of no consequence, because prod- 
ucts are exchanged against products, and we have only to 
congratulate ourselves if foreigners furnish us commodities 
cheaper than our own people. This would be true if all 
peoples composed only one nation, and if all men were cap- 
italists. Take the case, however, of a nation which is 
obliged to sell its public securities and shares in private 
corporations abroad. Products are exchanged against prod- 
ucts, as before, but it is henceforth the foreigner owning 
these securities, who enjoys the income which others labor 
to produce. If England were able to furnish to France all 
manufactured articles more cheaply than France could pro- 
duce them at home, the rich consumers in France would be 
the gainers, but French workmen would be deprived of work, 
and would either disappear, or would have to go to England 
to pursue their occupations. It was thus that in France, after 
the suppression of provincial tariffs, industries abandoned the 
less favored localities and established themselves in places 
where they met with more advantageous conditions. Doubt- 
less, if the human race were considered from a cosmopolitan 
point of view, and if all nations were regarded as constitut- 
ing a single people, it would matter little at what points 
population centered or wealth was accumulated, provided 
only that a general progress resulted ; but can we reasonably 
demand of any people such a disregard of its own peculiar 
interests and of its own particular future? 

Moreover, if we consider civilization in all its bearings, and 
not merely the accumulation of wealth, is it not desirable 
that each nationality should maintain its perfect independence 
and its utmost power, in order that each shall contribute its 
own peculiar note to the grand harmony of human society ? t 

Such, at least, is the position which political economy has 
assumed in Germany since the time of List; and hence in 
that country the science is generally called the Science of 
National Economy. 

It seems to me, also, that the elder economists have 

*#In Belgium the facts are very curious. At the moment I write these lines, near Ypres, I 
am paying for cutting hay a franc and a half a day; in the neighborhood of Liege, they are 


paying four francs. ‘There, a day laborer earns three francs or three francs and a half; in 
Campine only a franc and a quarter; and yet the farm hand in Campine performs more labor. 


+In a work published as long ago as 1857, I made use of what is called the new method: 
I endeavored in it to show that the free traders defended a just cause with bad arguments, 
and a useful reform with indefensible axioms, See Etudes historiques et critiques sur la 
liberté du commerce international. 
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attempted to abridge too much the functions of the State. 
When one considers all the injury which bad Governments 
have done to the people, especially in France, one under- 
stands the desire to abridge their power and to restrict their 
functions; but the /aissez faire school, in theory at least, has 
overstepped the line, and those countries which should abso- 
lutely follow its counsels would have reason to repent of 
them, for they would find themselves outstripped by others. 
England has come to a recognition of this truth, and although 
that country is a model of self government, so far from per- 
severing in the course marked out by the economists, it is 
every year imposing new functions on the State, which now 
intervenes in industrial and agricultural contracts, with a 
detail and with restrictions which would be hardly admitted 
elsewhere. 

In Prussia, everything is under control of the State: its 
lands, its military establishment, its agriculture, its industry, 
its religion, and, lastly, its education of all grades—that 
principal source of its power. From being once no more than 
the sandy wastes of the Marquis of Brandenburg, the jest of 
Voltaire and Frederick II, it is now the Empire of Germany. 
Some years ago, a President of New Granada on assuming 
the Presidential chair, being imbued with pure economic 
doctrines, announced that “thereafter the State would con- 
fine itself to its legitimate functions, and would leave all en- 
terprises to individual initiation.” The economists applauded. 
After a short time the highways were impassible, the har- 
bors were washed away, personal security was at an end, and 
education abandoned to the priests, or, in other words, 
reduced to nothing. There was a return to a state of nature 
—to the primeval forest. In Turkey and in Greece the State 
does nothing, because the public treasuries are empty; it is 
dangerous even to visit the spot in order to attest the bene- 
fits of the system. Let us suppose two countries, side by 
side, of equal power and resources, in one of which the 
Government carefully abstains from all intervention, and, as 
a consequence, individual necessities exhaust all its products; 
in the other, the State withholds from the consumption of 
individuals, which is often useless and even hurtful, the 
wherewithal to pay for all services affecting the public inter- 
ests; it opens highways and harbors, it builds railways, 
constructs schoolhouses, endows liberally all scientific estab- 
lishments, encourages men of learning, stimulates the higher 
arts as was done at Athens, and finally, by means of obliga- 
tory education and obligatory military service, takes the ris- 
ing generations under its control in order to develop their 
bodily and mental forces. 

When a half century has passed by, which of these two 
peoples will be the more highly civilized, the richest, the 
most powerful? In Belgium, the State, which, since 1833, has 
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established the railway system, has rendered the economical 
existence of the country secure by the development of its 
industries, in spite of its separation from Holland, which 
deprived it of its principal seaport. It is in a similar man- 
ner that Italy is, at the present day, cementing her national 
unity, and that Russia is laying the foundations of her future 
greatness. 

The State has, therefore, a double mission to fulfill. The 
first part of it, which no one disputes, but the full scope of 
which few persons understand, consists in subjecting society 
to the rule of order and of law; that is to say, in ordain- 
ing laws as nearly conformable to distributive justice as the 
advancement of social culture will permit. The second con- 
sists in providing out of the public purse, through means of 
taxes levied proportionately upon individuals, everything 
which is indispensable to progress, and for which private ini- 
tiative is not sufficient. 

An incontestable merit of the new economists is that they 
approach the study of the social question with a true senti- 
ment of Christian charity, but at the same time in a strictly 
scientific spirit, supporting themselves throughout by histori- 
cal facts, and thus escaping Utopian theories. 

In order to combat the socialists, Bastiat and his entire 
school have maintained the theory of a natural harmony of 
interests, and have thus been obliged to deny the existence 
of any problem to be solved. It is a dangerous error. In 
truth, the social question dates very far back; it had its 
origin at the time when real property ceased to be held in 
common, and, as a consequence, inequalities of condition 
began to show themselves. This it was which disturbed the 
Greek republics and hastened their downfall. This it was 
which agitated the Roman republic in spite of the palliative 
of agrarian laws, again and again renewed in vain. It reap- 
peared in the communities of the middle ages, as ‘Soon as 
industry had acquired some headway among them, and later 
when the Reformation had established religious freedom in 
society, and when the French revolution made proclamation 
of equality and fraternity; but in our day it presents so 
grave and general a character as to compel the attention of 
statesmen, of publicists, and especially of economists; for it 
invoives the safety of civilization itself, put in peril as it is 
by the demands of the working classes. 

Economic interests will always be found among the prin- 
cipal causes of the grander evolutions of history—a truth 
coarsely expressed by Napoleon when he said: “The seat of 
revolutions is the belly.” 

The new economists have published a considerable number 
of special studies on the social question in one or another 
of its phases, and as they pique themselves on being “ real- 
ists,” that is to say, on supporting their principles by statis- 
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tics, they must, without doubt, contribute to the advancement 
of the science. In its summing up, the new doctrine is still 
somewhat vague both as to premises and conclusions, and 
when it endeavors to define the relations of political eco- 
nomy to morality and to law, it is less original and less new 
than some of its more enthusiastic followers are willing to 
admit. Referring only to contemporary economists, who are 
occupied with this subject, it will suffice to mention the 
writings of Dameth, Rondelet, and Boudrillart, and the well- 
known though badly translated (into French) work of M. 
Minghetti, now President of the Council in Italy. It seems 
to me, however, that such writers as Cliffe Leslie, Luzzati, 
Frederiksen, Schmoller, Held, Wagner, Contzen, and Nasse, 
are better equipped than the school of Bastiat, in a con- 
test with the existing scientific socialism, which supports 
itself in precisely the same way, on abstract formulas and 
natural economic laws, in its assaults on social order and in 
its demand for a radical reconstruction of society. Bastiat 
imperilled his defence at the very outset, by placing himself 
too exclusively on the ground of theory, for he was thus 
compelled to contradict facts and to deny doctrines which 
are admitted by all economists, as, for example, the classic 
theory of rent. 

The realistic economists, on the contrary, lay hold on prin- 
ciples and fortify themselves by facts, in order that they 
may follow up Utopian theories step by step, being careful 
to distinguish possible reforms from those which are not pos- 
sible, and the rights of the human race from the exactions 
of covetousness and envy. Such is the mission of safety 
which to-day, more than ever before, is imposed on _ political 
economy in presence of the new aspects and rapid develop- 
ment which socialism, especially in Germany, has recently 
assumed. 


TIME BARGAINS ON THE LONDON STOCK EXCHANGE.—The Court of Appeal 
recently gave judgment in the case Zhacker vs. Hardy, which involved the 
question as to whether a stockbroker can recover from his client money paid 
for differences in respect to transactions which, to the knowledge of the broker, 
were purely speculative. The defendant resisted payment of a sum of £ 18,415 
in respect of a long series of such transactions, on the ground that the con- 
tracts under which the claim arose were made by way of wagering, and were 
therefore void and illegal. The Court of Appeal, however, upholding the 
decision of Mr. Justice Lindley, gave judgment in favor of the plaintiff. What- 
ever may have been the intentions of the defendant, the transaction in which 
he engaged involved actual purchases and sales of stocks and shares, and 
therefore the Court held that neither the broker nor the jobber had been 
engaged in a gambling contract. As Lord Justice Brett put it, the relation 
between the plaintiff and his client was that of principal and agent, and if 
the transaction was a piece of gambling, the plaintiff had been employed to 
gamble not with, but for, the defendant. 
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WAGES AND COST OF LIVING IN MASSACHUSETTS. 


Col. Wright, of the Labor Bureau of Massachusetts, gives, 
in a recent report, elaborate tables of comparative wages, and 
prices paid by laborers for rent, clothing, fuel, food, etc., in 
that State, in 1860, the year before the war; in 1872, the year 
of the greatest inflation; and in 1878. He makes the average 
increase of wages from 1860 to 1878, 24.4 per cent., and of 
the prices of the necessaries of life only 14.5 per cent., from 
which he deduces the following conclusion : 

That the average weekly wages of workingmen in manufacturing 
and mechanical industries in Massachusetts, allowing for the advance 
in the cost of living, were ten per cent. higher in 1878 than they 
were in 1860, no account being made of the fact that the wages in 
1878 were paid for fewer hours of labor per week, in many industries, 
than were required in 1860. 

He is also convinced that the number of persons in 1578 
unable to obtain employment is comparatively small. It is 
on that particular point that he will find the public generally 
incredulous, or, if they can be made to believe that it is true 
in respect to Massachusetts, they will conclude that the 
special industries in which the labor of that State is engaged, 
are more favored than the industries of the country at large. 

Comparing prices in 1872 and in 1878, Col. Wright finds 
them higher in 1872, by the following percentage : 


17 per cent. 
a“ 
a“ 
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Men’s boots a“ 
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Taking an average of these items numerically, and without 
taking into account their relative importance, the prices of 
1872 were forty-four per cent. higher than in 1878, which 
makes the fall in prices from 1872 to 1878, thirty and a half 
per cent. 

With a deduction of the item of rent, which is not paid by 
that considerable class of the earners of wages who own their 
own houses, either with or without the incumbrance of 
mortgages, the fall in prices from 1872 to 1878, is twenty-five 
per cent. 

The industry employing the most labor in Massachusetts 
is shoemaking. The average weekly wages of shoe finishers, 
heelers, edge-fitters, beaters-out, trimmers, and general shoe- 
makers, were, in 1872, $16.31, and in 1878, $12.30, being a 
fall of twenty-seven per cent., or rather less than the fall in 
the cost of the subsistence of the laborer who has rent to pay. 
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In the foregoing statements, the greenback prices and wages 
of 1872 are reduced to gold. 

These figures of Col. Wright will illustrate the fact, always 
theoretically admitted, that neither a fall nor rise in wages 
and prices, arising from a cause which affects them all alike, 
produces any disturbance in the relation of one thing to 
another. 

It is to be considered, however, in respect to the laborers 
of this country, that in normal conditions they are not 
obliged to expend, and do not expend, for their subsistence, 
as the laborers of Europe must and do, all that they earn. 
There is an overplus which they save. In respect to this 
overplus, they are not affected by a change in the value of 
money, if they are out of debt. In that case, if money rises 
in value, their overplus will be less, but it will improve in 
quality as much as it loses in quantity. But if they are in 
debt, in the way of mortgages on their houses, or otherwise, 
their overplus is diminished in amount without gaining any 
new power in paying what they owe. 


Se 


THE PUBLIC CREDIT. 


The situation at Washington is a very dangerous one for 


the solid and permanent maintenance of the public credit. 

It became known fully a month before the termination of 
the late Congress that, during the next fiscal year, commenc- 
ing on the 1st of next July, there would be a deficiency of 
revenues to meet the expenses of the Government, even after 
diverting to the general uses of the Treasury the funds 
which had been pledged, and as was once supposed, irrevo- 
cably pledged, to sink the National debt. This deficiency 
was then estimated at from twenty to twenty-five million 
dollars, and is now estimated somewhat higher. This antici- 
pation of a deficiency is based upon the reduction of the 
tobacco taxes, and upon the magnitude of the appropriations, 
and especially upon the discovery that a recent law for the 
payment of what are called arrears of pensions, would occa- 
sion an expenditure much in excess of what was generally 
expected when the law was passed. 

There is nothing in the expectation of an impending deficit, 
which need of itself to excite alarm about the public credit. 
The revenues and expenditures of governments are constantly 
fluctuating from a variety of circumstances, and it must fre- 
quently happen that the fluctuations in both will be unfavor- 
able at one and the same time, that is to say, that revenues 
will decline while expenditures are increased. No apprehen- 
sion is excited about the public credit of England or France, 





770 THE BANKER’S MAGAZINE. [ April, 


when the British Chancellor of the Exchequer, or the French 
Minister of France announces a deficit, even if it is a large 
one, for a coming year. In our case, it is not the deficit 
which is alarming, but it is the entire want of any mani- 
fested disposition, on the part of the legislative and executive 
authorities, to prevent the anticipated deficit in the way 
which is the only proper one in time of peace, that is to say, 
by restoring the equilibrium between receipts and expendi- 
tures. There was, and is, plenty of time to do that, and the 
methods of doing it are numerous. The deficit is not ex- 
pected until the next year. Nobody expects a deficit during 
the current fiscal year, which has yet three months to run, 
and which had five months to run when the discovery was 
made as to the magnitude of the draft upon the Treasury to 
be made by the law relating to arrears of pensions. That 
discovery was made before several of the general appropria- 
tion bills had been passed. In fact, two of them are not yet 
passed. It is quite practicable to reduce these bills largely. 
Very little has so far been done to conform our public estab- 
lishments to the present state of things, and to reduce the 
salaries which were raised, and perhaps properly raised, when 
the currency was depreciated. The efforts of the House in 
that direction were as inflexibly resisted by the Senate, dur- 
ing the late session of Congress, as ever before, and both the 
House and Senate were agreed in swelling the River and 
Harbor Bill to the highest proportion for which there was 
any precedent. 

If economies were distasteful and politically impracticable, 
it was easy to increase the revenue. Congress has been 
reducing or repealing taxes continuously since the Civil War 
closed. There are several of the repealed taxes which could 
be restored without disarranging industries, and as to some 
of them, such as the tax on tea and coffee, it is doubtful if 
the burden of them does not fall largely upon foreigners. It 
is true that no proper opportunity for a complete revisal of 
the revenue system was afforded in the last month of the 
late Congress, but a proposition to restore the tea and coffee 
and income taxes, in the precise form in which they existed 
when repealed, could have been made and voted upon dur- 
ing the last twenty-four hours of the session. They are 
thoroughly understood and need no further discussion. 

But, although easy enough to be done, if there had been a 
disposition to do it, it was not necessary that the new rev- 
enue should be provided by the late Congress. The present 
Congress was already elected, and an early extra session of 
it only required a call from the President. In fact, such an 
extra session has been called, but we know very well that 
it was the failure of two of the general appropriation bills, 
and not the impending deficit in the Treasury which has 
caused it to be called. 
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Whether provided by the late, or the present, Congress, the 
proceeds of new, or increased, taxes would have reached the 
Treasury in ample season to prevent a deficit, and especially 
as the President might, without injury to the public service, 
postpone, for short periods, the actual expenditure of some 
of the moneys appropriated. The exercise of such a power is 
a common thing in the history of the Government. 

But no other proposition than that of borrowing money to 
meet this deficit was made in either the Senate and House, 
and it commanded votes of alarming strength in both of 
them. One-third of the Senate supported that proposition, 
and a larger proportion of the House. The influence of the 
Secretary of the Treasury was actively exerted in favor of it, 
and, since the adjournment of Congress, he has continued to 
insist that borrowing was the only resource. In an interview 
reported in the New York Z7ribune, of March 10, he is reported 
as saying that “we can pay by borrowing,” which is plainly true, 
but also as saying that “hs can only be done by borrowing,” 
which is as plainly not true. 

The proposition to create permanent loans to carry on the 
Government in time of peace, and when ample opportunity 
exists to raise by taxation all necessary revenue, is in itself 
so monstrous, that its direct success is not probable. The 
danger arises from the fact, that it may be indirectly suc- 
cessful. It will be so from the mere inaction of Congress, 
under the power given to the Secretary of the Treasury to 
issue bonds to an unlimited extent, for the purpose of main- 
taining coin resumption. He has for that purpose accumu- 
lated (approximately ) $140,000,000, which now lie in the 
Treasury undistinguishablf intermixed with the other funds 
which it contains. Taking all the moneys in the Treasury 
together, they are in great excess beyond the requirements of 
all the appropriations, and the deficit will only show itself if 
there should be a large call, of which there is no immediate 
probability, for the redemption of greenbacks. To meet that 
emergency the Secretary of the Treasury can issue bonds at 
discretion, and thus at last, if Congress fails to improve the 
revenues, the deficit will assume the form of an addition to 
the funded debt. , 

How rapid the progress has been on the road which leads 
to National bankruptcy and repudiation, will appear from a 
short statement of the financial history of the country during 
the last decade. 

When Gen. Grant came into the Presidency in March, 1869, 
there was a surplus revenue of one hundred millions, which 
was by no means in excess of the sum which it was expe- 
dient to apply in reduction of the National debt in the then 
existing circumstances, money being cheap and wages and 
prices of commodities high. In his first message, of Decem- 
ber, 1869, to Congress, Gen. Grant insisted that there should 
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be no reduction of the aggregate revenues, until the entire 
debt was refunded at lower and more .moderate rates of 
interest. 

In the discussions in Congress upon the law of 1870, under 
which the public debt. is now being refunded, it was agreed 
on all sides that there must be no departure from the old 
American doctrine that there should be no permanent Na- 
tional debt, and that it was the first and most urgent duty of 
times of peace to discharge obligations unavoidably incurred 
in times of war. As the law passed the Senate, the longest 
bond which it authorized was one for twenty years, Mr. Sher- 
man especially insisting that there was no American precedent 
for anything longer. Mr. Sumner thought that the final extin- 
guishment of the whole debt might be extended over a period 
of thirty years, and his view seems to have prevailed in the 
House, where the law was so amended as to permit the issue 
of a portion of the bonds on that term of time. The differ- 
ence of opinion was thus only as to whether the whole debt 
should be finaily extinguished in 1890, or 1900. 

A change in views set in rapidly, and Gen. Grant, 
renowned for his stubbornness in the field, seems to have 
been the first to see new lights. Within four months after his 
message of December, 1869, he was found urging a repeal of 
the income tax. The revenues were reduced so rapidly, that 
in the fiscal year 1873-4 the surplus fell to four millions. 
There has been some recovery since, but in no year has it 
been sufficient to meet fully the requirements of the sinking 
fund, and is now on the. point of being converted into a 
deficit. The laws creating that fund set apart the customs 
revenues to pay in each and evety year, frst, the interest, 
and second, one per centum of the principal, of the public 
debt. Successive Secretaries of the Treasury have entirely 
disregarded these laws, certainly with the acquiesence, and 
probably with the approval, of successive Congresses. The 
sinking fund is practically abolished, and its repeal, which is 
openly urged from many quarters, would only be a matter 
of form. The reduction of the National debt is no longer 
talked of, and, much less its complete payment at any fixed 
period, however remote. 

Of course, any reduction or repeal of a tax finds supporters 
in the special interest which is thereby relieved, and every 
appropriation in those who are directly or indirectly its 
beneficiaries. But the general policy of maintaining the 
National debt at its maximum has been upheld mainly by 
the three following classes : 

I.—Lenders of money who wish it to be always as large as 
it is safe to have it, because it is a profitable investment, and 
because to the extent that it absorbs moneyed capital, it 
enhances the general rates of interest in the country. 7 

Il.—The doctrinaires of the- peculiar Pennsylvania tariff 
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school, who see that the necessity for large annual payments 
of interest tends to secure high duties on imports, and who 
would be glad to have the National debt twice as large as it 
now is. They have not got beyond the old idea, that the 
products of our manufacturing and mining industry cannot 
expect any other than a home market, and that the only 
thing needed to secure that is to keep out foreign competi- 
tion. They are not yet able to comprehend the present 
actual position of many of our industries, whose production 
has become so large as to require foreign outlets, and which 
find themselves hampered in the struggles for such outlets, 
by the internal taxation which a great National debt renders 
necessary. 

IlI.—Those who really desire to see a repudiation of the 
National debt. Their views are, that the older a debt is the 
less is the obligation of it felt; that the successors to the 
generation which created the present debt, admitted to have 
been largely swollen by frauds and jobbery, will not regard 
themselves as specially responsible for it; that it is essentially 
weak and exposed to attack, because it is, and must continue 
to be mainly held in a minority section of the Union; and 
that its repudiation will be insured, if, instead of being in a 
course of gradual reduction, it can be put in a course of 
gradual enlargement. 

The true wisdom is to return to the doctrine and practice 
of the fathers, to resist all loans in times of peace, and to 


steadily pay off the debt of the Civil War, as they paid off 
the debts of the war of the Revolution, and of the war of 
1812-15. A permanent National debt ought not to be main- 
tained anywhere. It cannot be maintained in this country, as 
those who try it will find to their cost. 


Gro. M. WEstTon. 


GoLD AND SILVER MINES.—The assessments falling due upon mining com- 
panies, having their headquarters in San Francisco, are as follows for three 
months : 


January, 39 mines... ‘ $ 1,251,040 
February, 41 4 
March, 44 4 


$ 3,893,040 

This is at the rate of a little less than $16,000,000 per annum, Last year 
the aggregate was a little less than $ 14,000,000. 

Of the assessments for March, $957,500 were made on mines in the Com- 
stock Lode. 

The market valuation of the stocks in all the mines in the Comstock Lode 
is now about $40,000,000. The bears say that the gross bullion yield of all 
these mines will not exceed seven million dollars in 1879, while the assess- 
ments will be eleven millions. The bulls take a very different view of the 
prospect. 
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THE GOLD DISCOVERIES OF 1848 AND 1851. 


The Ldinburgh Review, for last January, commences an article 
upon the gold discoveries in California and Australia, with the 
following description of the preceding years of depression in 
trade and industry : 

“The previous half-century had been a bad time. War 
and the heavy war-taxation came to an end with the crown- 
ing victory of Waterloo. Nevertheless, a strange and _ per- 
sistent distress pervaded our country. Excepting the brief 
gleam of prosperity in 1822-5, when our people went mad 
over the liberation of South America from the rule of Spain, 
and when we lost several millions of our recently re-acquired 
gold in loans to the new republics, while a frenzy of specu- 
lation created a baseless and transient prosperity at home— 
and again in 1843-6, when some fine harvests and a small 
but welcome influx of gold from the Ural mines, combined 
with the excitement of free trade, and the railway mania to 
increase employment—the whole period had been one of 
extreme depression and distress, which naturally showed itself 
in political virulence and discontent. The expenses of Gov- 
ernment had been reduced to a minimum, and the army and 
navy largely curtailed. Peace and retrenchment were the 
watchwords of the Whig Administrations which followed ; 
sinecures were hunted out and abolished ; even the yeomanry 
was all but disbanded for the sake of saving a few pounds a 
year. Yet all this economy was inadequate to meet the 
diminished productiveness of the taxes. Every year there was 
a difficulty with the budget, sometimes a deficit. It became a 
saying that the Whigs were bad financiers, just as a similar 
saying has been, in later times, applied to the Conservatives. 
Mr. Fawcett, in his recent book, remarks that during the 
thirty years between 1815 and 1845, although the National 
expenditure had reached its lowest point, and the rivalry with 
the French Empire in military armaments had not begun, 
there was absolutely no development of the foreign trade of 
the country. ‘In 1841,’ he says, ‘the exports were about 
fifty-one millions a year, the precise amount at which they 
stood a quarter of a century previously.’ At that time the 
_ Burnley guardians wrote to the Home Secretary that the dis- 
tress was far beyond their powers; at Stockport more than 
half the master-spinners failed before the close of 1842; and 
a committee of inquiry reported that half the population of 
Carlisle were likely to die of famine. So different has been 
our experience since 1850, that such statements seem well- 
nigh incredible. Even Sir Robert Peel’s wise fiscal measures, 
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and the completion of the Free-Trade system by the subse- 
quent Liberal Administration, could not contend against the 
tide of adversity. Just as the agriculturists, although enjoy- 
ing Protection, had suffered intensely throughout these thirty 
years, so the manufacturers found Free Trade an inadequate 
talisman to ward off the epidemic distress. From 1846 to 
1850 or 1851, the times were at least as bad as ever, farmers 
and manufacturers suffering alike ; while low wages and lack 
of employment fell heavily upon the working classes. 

“It was upon this dismal background of universal suffering 
in Europe that the tidings of the gold-discoveries flashed like 
a ray of happy light, quickly broadening and brightening 
into what seemed a daybreak of golden summer, full of hope 
and joy. The working classes, in tens of thousands, rushed 
off to the new golden lands, rejoiced to find good employ- 
ment for their strong arms and hopeful hearts—thereby at 
once relieving the over-stocked labor market at home, and 
soon creating new markets for produce and _ additional 
employment for their fellows whom they left behind. It was 
a thrill of joyous elation such as had never before pervaded 
the population of Europe and America. On the banks of 
the Sacramento river, and on the alluvial plains of Ballarat, 
there was gold in abundance, gold everywhere. The news 
penetrated into every workshop, and was talked of by the 
shepherds on every hillside. There were new homes for the 
half-starving people beyond the sea, new regions where politi- 
cal discontent might become its own master. And_ these 
golden stores of nature were as open to the poor as to the 
rich, or indeed were peculiarly the property of the working 
man,” 

This “joyous elation” of the masses was by no means shared 
by all the political economists, a considerable portion of 
whom feared a rise in prices injurious to creditors and to all 
persons enjoying fixed incomes. On that point, the Adinburgh 
Review says : 

“The majority of writers on the subject, especially the 
political economists, regarded the new gold supplies simply 
or exclusively as affecting the amount of currency in its rela- 
tion to the then existing requirements for it, without consid- 
ering the expansion of commerce which these gold supplies 
would facilitate, and which expansion would largely provide 
new requirements for them. Thus regarded, of course, a 
great fall in the value of money was inevitable—a revolution 
of prices and property, which fer se is undoubtedly a great 
evil. The other party looked mainly at the new gold as pro- 
moting commerce, and therewith production and employment, 
and also as lightening the pressure of taxation, and of 
mortgages and all fixed payments, which are mainly due by 
the poorer classes to the rich. 

“Alison hailed the new gold mines with enthusiasm. He 
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had discerned the evil effects upon our own country, of the 
decline of the gold and silver mines in South America and 
Mexico, owing to the anarchy prevailing in those countries. 
This diminution of the supplies of the world’s currency is 
now acknowledged to have been one of the causes of the 
extraordinary depression of trade, and of the wide-spread 
and mysterious distress, which had prevailed in this and most 
of the other countries of Europe during the first half of. the 
present century. Instead of increasing with the population, 
the supplies of the precious metals had sunk below their old 
level, thereby raising the value of money, and increasing the 
difference betwixt rich and poor, while augmenting the press- 
ure of the National Debt, which in this country at that time 
required for itself much more than half of the whole taxa- 
tion.” 

In support of the view that the depression, prior to the 
California discoveries, was largely attributable to the 
diminished supplies of gold and silver from the mines, the 
Edinburgh Review quotes the following from an address 
delivered by Mr. Newmarch, before the London Statistical 
Society, in May, 1878: 

“There is now no question that, for about twenty years 
prior to 1848, the annual supplies of gold had been insuffi- 
cient to meet the wear and tear of the coins in use, the 
requirements of the arts, and the needs of enlarging industry, 
commerce, and population. There had been a slow but steady 
and progressive tendency towards lower prices, and, therefore, 
towards a discouragement of enterprise.” 

We think the Zdinburgh Review states the case rather too 
strongly, in saying that the writers who maintained, twenty 
years ago, that a fall in the value of money was impending, 
looked only to “the then existing requirements” for money, and 
did not take into account the constantly enlarging needs for 
it. It is hardly credible that anybody could have entirely 
overlooked what was so obvious. But they manifestly did 
not foresee, or did not make sufficient allowance for, that 
amazing increase in the commerce and industrial enterprises 
of mankind, which was caused by the stimulus of the new 
gold mines and the consequent enlargement of the volume of 
money. 

Chancellor Kent described a short statute of the State of 
New York as having been as fatal to a mass of legal litera- 
ture upon the subtle distinctions between a _ contingent 
remainder and an executory devise, as the torch of Omar was 
to the books piled up in the Alexandrian library. The events 
of the last six years and the present condition of prices 
throughout the commercial world have been equally fatal to 
a mass of printed learning, in which the ruin of mankind, 
from an excess of money and an inflation of metallic prices, 
was shown to be an inevitable consequence of the production 
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of the California and Australian mines. Current debates turn 
upon the quite different question, whether the attempt to 
escape that ruin, by demonetizing one of the precious metals, 
has not substituted real and great evils for imaginary ones. 
In fact, it may be said that even this last question is no 
longer debated, because, while many persons maintain that 
particular countries are constrained to follow a general exam- 
ple in that respect, there is substantially no difference of 
opinion that it is a misfortune to mankind, that the policy 
of discarding the monetary use of either of the metals, was 
ever entered upon at all. 


RESUMPTION IN GOLD. 


The resumption of specie payments must be maintained, 
not only in coin, but in gold; not because this metal is 
more suitable for currency in the present state of civilization 
and commerce, or more stable and unchangeable in value ; 
but because the actual standard in the whole of Europe is 
now of gold; and as our European commerce is much larger 
than our Asiatic or American, it is more important that our 
merchants and bankers should have a par of exchange with 
Europe than with India and China, Mexico and Peru, or 
other silver countries in the East or the West. In France 
and Belgium, Holland and Greece, Switzerland and Spain, 
and even in the paper-money countries of Austria, Italy, 
Russia and Turkey, silver retains by law its ancient privi- 
leges. But as American coins are not current in foreign 
countries until they are melted down and restamped by the 
sovereign authority, and as all the mints of Europe are tem- 
porarily closed to the public for the coinage of silver, while 
they are open for gold, everything that is bought in any 
part of Europe must be paid for with gold. Foreign silver 
is only merchandise, but foreign gold can be promptly con- 
verted into current coin. The exchanges are therefore on the 
gold basis in every part of Europe, and a redemption in 
silver would, at the present time, be of no practicable service 
to those who are engaged in foreign commerce and to all 
those important interests which depend thereon. 

The friends of silver do not object to this resumption in 
gold. Although they believe, that silver is more stable and 
unchangeable in value than gold, because the annual supply 
is more regular, having varied only from twenty to eighty 
millions during the present century, while that of gold has 
been as small as five and as large as one hundred and 
seventy-five millions ; and because these annual additions are 
made to a larger accumulated stock of silver than of gold in 
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the possession of the whole human family ; while the annual 
demand for the one is about the same as for the other, not 
only for the arts but for currency; they also believe that 
both metals, taken together, are more stable than either, and 
that it is better to have a par of exchange with all countries 
than with some only, and that it would be a great addition 
to the taxes and interest which the people of Europe and 
America have to pay for the debts they have contracted, if 
prices were measured by one of the precious metals instead 
of both. For these three reasons they wish to restore the 
former equality between gold and silver, and to maintain 
this by such regulations, that any advance of either of the 
two in any foreign market would lead to the export of the 
dearer, so as to meet the extra demand and check the rise 
and restore the former equality; exactly in the same man- 
ner as the pressure of the atmosphere is kept practically 
uniform at every place on the whole earth, from day to day 
and year to year, by the movement of the winds. This 
equality was preserved from the very beginning of the world’s 
commerce and exchanges until 1873, and it can be done 
again and by the same methods which have been approved 
by reason and experience. No novelties are proposed ; no new 
schemes are suggested ; no theories are to be tried; nothing 
is to be done but to follow that well-beaten track which the 
wisdom of the past as well as the history of the last five 
years has shown to be practicable and advantageous. 
From the earliest periods of history down to the present 
century gold and silver were both used for currency in every 
part of the world. Although the legal ratio between the 
two was nowhere the same, both continued in general use as 
unlimited legal tenders in all countries. The value of gold 
was rated much higher during the whole of the eighteenth 
century at the English than at the French mint, so that gold 
became the principal currency of the one country and silver 
of the other, but both circulated together. When the English 
Parliament, after the close of the wars of the French revo- 
lution, adopted their law for the resumption of specie pay- 
ments, in the year 1816, the single standard of gold was a 
novel experiment. Portugal soon followed this example. The 
Germans, by a general convention at Vienna in 1857, adopted 
silver for the same purpose, as Holland had done a few 
years before. But the other States of Europe retained both 
the precious metals and kept both in circulation. Neither 
expelled the other. The relation between the two of 15% to 
one, which was established by the French law of 1795, was 
not always the exact price at London, the centre of the 
world’s commerce, but as both had the privilege of unlimited 
coinage at the Paris mint, an advance of either in the 
English market led to the export of the cheaper metal to 
Paris to be exchanged for the dearer, and this transfer 


a 
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restored the equilibrium which had been temporarily inter- 
rupted. If silver advanced to sixty-two pence for the stand- 
ard ounce in London, the brokers could send sovereigns to 
Paris, coin them into Napoleons, exchange these for five-franc 
pieces, bring these back to England, sell them as bullion, 
paying the freight and insurance, the cost of coinage and 
brokerage, meeting the loss of interest, and then realizing a 
profit by the operation. If, on the other hand, the price 
declined to sixty, they could buy the silver and send it to 
Paris to be exchanged for gold. The first checked the rise 
and the second the fall in the English market. The French 
mint was thus the governor and the regulator of the English 
price of silver, so that any unusual supply or deficiency of 
either metal from the mines, or any increase or decrease in 
the demand for any part of the world, was unable to cause 
a rise or fall of more than two or three per cent. from the 
French ratio. The extraordinary supplies of gold from Cali- 
fornia and Australia, between 1850 and 1860, and the excess- 
ive demand for silver during our civil war to pay for India 
cotton, were thus deprived of all disturbing influence by the 
hundreds of millions of gold and of silver which were 
stored in the double-standard countries. 

This is the history of the past, and this the method by 
which the equality in value was preserved. The present trou- 
ble in the market for bullion has been brought about by 
the abandonment of this method; and by its restoration the 
friends of silver propose to rectify the disturbance which has 
been created. 

In 1873 the German empire, with Norway, Sweden and 
Denmark, prompted by no commercial or industrial interests, 
but in the mere spirit of innovation or reform, began to 
exchange their silver currency for one of gold. In the five 
years ending with 1877, there was no more silver received in 
Europe from the mines, nor any less exported to India and 
China than in the preceding five; but the export and sale of 
German silver in London, and the demand for gold to take its 
place, changed the relative value of these two metals in this 
great mart of the world’s commerce, and produced the most 
serious disasters, because the double-standard countries, which 
had in former times counteracted far more serious disturbances 
in the specie equilibrium, refused to perform their regulating 
Office. The United States, as one of these, had become a 
paper-money country, and though she retained her gold for 
import duties and for interest on Government bonds, she not 
only exported the Mexican dollars that remained in the 
vaults of her banks in 1861, but even her light fractional 
coins that were used for her retail trade. Italy had followed 
the same course and sent nearly a hundred millions of silver 
coins into Belgium and France where they were current by 
law. The surrender at Sedan had forced the Bank of France 
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and its branches to suspend specie payments, and the exaction 
by the merciless conqueror of a thousand millions from the 
prostrate foe paralyzed French finances for the time. No 
country was left of sufficient strength to be able to give up 
the gold which Germany wanted and receive the silver she 
offered in exchange. The mintage of silver in the double- 
standard countries was, therefore, first limited and then sus- 
pended, and the natural laws of supply and demand were left 
to rectify the disturbance. 

The evils which followed this abandonment of the double 
standard have extended far and wide, and there is no differ- 
ence of opinion among the friends of gold and those of sil- 
ver on the extent and magnitude of these troubles. The 
exchanges between the silver and gold countries are so 
seriously disturbed, that the commerce between them has 
been greatly injured. The English merchant that sends his 
goods to Mexico or India, cannot foresee how many pounds 
sterling he will obtain for the dollars or rupees received for 
his sales, and his trade is paralyzed. The Indian Govern- 
ment is compelled to pay, at the present rate of exchange, 
a premium of seventeen millions out of its revenue for the 
current year, in buying exchange for the eighty-five millions 
of obligations which she has to meet every year in London. 
The extra demand for gold has raised its value, or depressed 
the price of commodities, which is precisely the same thing, 
so that the United States is losing millions and tens of mil- 
lions in the sale of her cotton, grain, and tobacco, to foreign 
countries. Besides all these, there is a general anxiety and 
alarm lest these troubles should become still greater by a 
further advance in the ratio between gold and silver. The 
English Government, heretofore, so independent and exclusive 
in the management of her currency, has reversed her tradition- 
ary policy, and sent representatives to our Monetary Con- 
gress at Paris, instructing them to oppose the abandonment 
of silver in any of those countries which have hitherto used 
it and given it unlimited legal-tender privileges. Her econo- 
mists have acknowledged the advance in the value of gold, 
which is making every English and American taxpayer con- 
tribute fifteen or twenty per cent. more for interest on the 
debts which their local or general governments had con- 
tracted. Prof. Jevons, who is a staunch supporter of ‘the sin- 
gle gold standard, has proved that the present advance in 
gold (December, 1878) is sixteen per cent. over its former 
value, by comparing the present prices of commodities in the 
English market with the minimum rates to which they had 
fallen in the extreme depressions which occurred about ten 
and twenty years since. Mr. Newmarch, the highest author- 
ity in Great Britain, has distinctly traced this advance to the 
changes in the German currency, and the demand for gold 
for resumption in the United States. Mr. Giffin, the eminent 
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English statistician confirms this advance; and the London 
Bankers’ Magazine makes the present high ratio between gold 
and silver to be due to an advance in gold of fifteen per 
cent., and a fall in silver of five. 

The meaning of this rise in gold may be understood and 
appreciated by referring to our exports for the past year. 
They exceeded the imports about 250 millions. The differ- 
ence was expended in paying interest and debts abroad. 
The advance of sixteen per cent. on gold, required us to pay 
about forty millions extra for this purpose; and that too in 
cotton, grain, and provisions reduced to their lowest prices 
by commercial depression. We paid our debts in dear gold, 
with the products of our labor reduced to their lowest prices. 

All these and other evils followed immediately from the 
abandonment of the double standard. As Mr. Bagehot 
explained in his evidence before the English Silver Commis- 
sion, the throwing of a few millions of German silver on the 
bullion market were sufficient to derange prices, because the 
ordinary outlet to the Continental mints was closed. As it 
could not be coined into French money, it was only merchan- 
dise and declined according to the natural laws of trade. 

Our Congress has restored the ancient system, bnt as the 
derangement had already pecome serious, it was deemed best 
not to permit free coinage, as Mr. Bland proposed; or the 
issue of unlimited certificates for the deposits of silver bul- 
lion, as Mr. Stephens suggested; but to limit our mintage to 
two or four millions per month. The policy of the Treasury 
has reduced this to the minimum, so that our new coinage 
will be only twenty-five millions per year. This protracts 
the period of disturbance, but as it keeps down the price of 
Indian exchange, it promotes the absorption of silver in India 
by encouraging the importation of Eastern goods and the 
export of specie in return. The prostration of business in 
England has not permitted much progress in this export dur- 
ing the last year, as the shipments of silver to the East were 
only twenty-nine millions, which is two millions less than the 
average of the last twenty-eight years. But the low price of 
silver and the necessities of a loan by the Indian Govern- 
ment, because of the Afghan war, must soon give a new 
impetus to this export, and the small balance that yet remains 
of German silver must therefore soon disappear. 

The English Silver Commission, in June, 1876, estimated 
that these maximum sales of Germany would not exceed a 
hundred millions after that date. Up to October, 1876, they 
had sold sixteen of this, making a total of fifty-one instead 
of thirty-five. During 1877 they shipped sixty-five millions to 
England, and in 1878 they sent twenty more. At the same 
time large sales were made to Spain, Russia, Turkey, and 
Austria, so that the hunded millions was more’ than 
exhausted. This maximum estimate was therefore too low, 
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as Gen. Walker reported in October last that seventy-five 
millions were yet to be sold. The estimate of Dr. Sdetbeer, 
who superintends the German currency reform, was also too 
low. He placed the total German circulation of silver in 
1870, at 296 millions. Of-this, 106 were used for the new sub- 
sidiary coinage. The known sales (51, and 65, and 20) would 
reduce this to fifty-four millions and the others would bring 
it much lower than the present stock yet to be sold. 

But whether the remaining stock is forty, or fifty, or sixty 
millions, it must soon be absorbed by the exports to the East, 
the coinage in Spain, the demand for Russia, Austria, and 
Turkey, and the wants of the whole of Europe for the arts. 
If our demand for the mints and for domestic consumption, 
and the export from San Francisco to Japan and China, con- 
tinue as in 1878, to consume all the products of our own 
mines, and seven millions from Mexico and five from Europe, 
the German supply cannot last long. It may be one year, or 
two, or even longer, but the time will, of necessity, be 
short. As soon as this result shall be accomplished, the 
market will be restored to its former condition, before 1873, 
when a large export from the United States was consumed 
in meeting the demands of the world. That supply cannot 
be obtained from France where the mint rate is fifteen-and-one- 
half for one; and it must be had here at our price of 15.98 
to one. There is no other possible source of supply; and 
silver must advance to our mint rate before any export will 
be possible. 

In the meantime, our silver dollars must accumulate in the 
Treasury; but as the annual profits of the mint in the pur- 
chase of silver are about five millions, the Government can 
afford to wait for the advance in prices. As large shipments 
of five-franc pieces were made from the Continent between 
1850 and 1873, to meet the demands of the London market, 
over and above all the supplies from the mines of the whole 
world, the same demand will require similar shipments of 
our dollars, because our mint gives a lower value to silver 
than the mints of Paris and Brussels, or of any other country. 

Before this exhaustion of the German stock, we must ship 
gold to Europe whenever the adverse balance of trade 
requires an export of specie. But as our annual production 
of this metal is forty-five millions, we may export this amount 
without encroaching on our present accumulations, and there 
need be no alarm for our loss of gold, by any probable ship- 
ments that may occur. The danger of an export of all our 
gold, and of a redemption of our Treasury notes in silver, is 
a contingency too remote and improbable to be worthy of 
serious consideration. 

As our population and wealth increase, we shall need more 
silver for domestic uses, and more for our subsidiary coinage. 
As the smaller Treasury notes shall be withdrawn and larger 
ones substituted in their place, the circulation of silver for 
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the retail trade will increase. If our new dollars should 
decline an eighth, or a quarter, of one per cent. below gold, 
silver certificates would be used for the payment of customs 
and internal revenue, and for the reserves in the banks. For 
all these purposes, four or five hundred millions would be 
needed. Fifteen or twenty years must pass away before this 
amount could be coined at the present rate of progress, and 
by that time our populaiion will be double that of France, 
and our wealth much larger—and she has a silver currency 
of 450 millions at par with gold. Even if ten or fifteen years 
shall be required to exhaust the German supply of silver, the 
experience of France, Belgium, Switzerland, and Spain, shows 
that there is no danger that our resumption in gold will be 
converted into one of silver, under existing laws. Long 
before that time, this exhaustion must take place, and the 
price of silver restored to its natural limit, or at least to 
that low value given to it by our mints, and then the export 
of silver will be as suitable to the merchants as of gold, and 
the United States will be the regulator of the exchanges of 
the world. As the London rate for the standard ounce shall 
rise or fall above or below fifty-nine pence, and not the old 
rate of sixty and three quarters, silver or gold will flow into 
Liverpool. At this price it will be maintained; and the 
mints of Philadelphia and San Francisco, and not those of 
France and Belgium, will be the governors and the regulators 
of the exchanges of the gold and silver countries of the 
world, the dollar in gold and the dollar in silver being every- 
where the standard from which all variations shall be 
measured, and towards which all prices will perpetually 
gravitate. Our stock of both the precious metals will be the 
accumulated treasure from which all nations will draw their 
supplies. Our great American lake of gold and silver, com- 
municating with those of Europe, Asia, and America, will 
keep all at the same level, and any new supply of either 
metal, or any deficiency of either, will only change the level 
of the whole volume of connected lakes, reducing the vari- 
ations to their minimum, preserving the mutual exchanges of 
every separate part, and preventing any permanent elevation 
or depression of the entire system. 

These are the three great objects which are aimed at in 
the bill of Mr. Alison, and its friends must sustain it against 
all attacks, until these are accomplished. It wrongs neither 
capital or labor; it favors no dishonesty or wrong; it robs 
no man and befriends none; it is the common benefactor of 
all men and of all nations. As the French Convention of 
1795 established and preserved the equality of all the coins 
of Europe and America until 1873, it is to be hoped that our 
statute of 1878 will, in the future, perform the same office 
and secure the same benefits, for as long a period, and for as 
many countries and people. C. F. McCay. 

BALTIMORE, March, 1879. 
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HISTORY OF THE FIRST ISSUE OF 
CONTINENTAL MONEY. 


At the opening of the second session, Congress began to 
wrestle with the grave question of finance. An issue of 
paper money or bills of credit—a practice in which all the 
colonies had indulged—was regarded as the best expedient, 
yet several weeks elapsed before taking final action thereon. 
In the meantime, the matter was referred to the several colo- 
nial assemblies for their opinion. Previous to this reference, 
the provincial assembly of New York had appointed a com- 
mittee to consider the propriety of emitting a Continentai 
paper currency; and on the 20th of May the assembly 
addressed a letter to the Congressional delegates represent- 
ing that colony, on the subject. ‘To the scheme of issuing a 
universal paper currency,” says the address, “it may naturally 
be objected that it will be imprudent in one colony to inter- 
pose its credit for the others. On the other hand, it is 
clearly impossible to raise any sum adequate to the service 
by tax; and the necessary intercourse of expenditure through- 
out the colonies will be obstructed by separate emissions of 
the several colonies which cannot, in their nature, gain uni- 
versal circulation. We have this important subject under 
serious deliberation, and are still at a loss for the best expe- 
dient most effectually to answer the purpose. We have, 
therefore, appointed a committee of our body to give it their 
closest attention,” whose report was to be communicated to 
the delegates, without delay. “If Congress is considering the 
subject,” concludes the letter, “‘we earnestly request that its 
determination may be so postponed as to furnish an oppor- 
tunity of acquainting you with our more mature sentiments 
on this most important point.” 

The delegates from New York were not blind to the 
importance of the question, and to the need of a better 
knowledge concerning it. This is shown by their reply to 
the letter of the Assembly, in which they express the wish of 
a speedy determination, “as it may throw some light upon 
the subject we may otherwise want.” Dark indeed was the 
subject in the beginning, yet it grew darker as the days and 
years went by. 

Not long afterward, the report of the committee, prepared 
by Governeur Morris, was sent to Philadelphia, where Con- 
gress was in session. It displays a pretty thorough compre- 
hension of the situation, and gives clear proof of a high 
order of financial ability, which the author on more than one 
occasion afterward exhibited. Concluding an issue of paper 
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money by: Congress to be necessary, the report discusses the 
several modes of. issuing it, which were the following: first, 
“that every colony should strike for itself the sum appor- 
tioned by the Continental Congress; secondly, that the Con- 
tinental Congress should strike the whole sum necessary, and 
each colony become bound to sink its proportionate part ; 
thirdly, that the Continental Congress should strike the whole 
sum and appropriate the several shares of the different colo- 
nies, every colony becoming bound to discharge its own par- 
ticular part, and all the colonies to discharge the portion 
which any particular colony should be unable to pay.” The 
committee recommended the adoption of the latter plan, 
sagely remarking that there were only two obstacles in the 
way of emitting paper money, the first was, “to give it an 
immediate and ready currency ;” and the second, “to pro- 
vide ways and means for sinking it.” They had no doubt 
about its ready reception throughout the Continent ; and, on 
the second point, the committee observed that “whenever a 
paper currency has been emitted and obtained a general 
credit, it will be a new bond of union to the associated colo- 
nies, and every inhabitant thereof will be bound in interest 
to endeavor that ways and means be fallen upon for sinking 
of it.” 

Before any plan had been perfected, the need of money to 
purchase powder for the Continental army, which was already 
organized, had become so great that Congress resolved to 
borrow ‘six thousand pounds for the defence of America, 
pledging the faith of the colonies for repayment. The Penn- 
sylvania delegation were appointed a committee to execute the 
resolution. Phillips says: “ The desire of borrowing so small a 
sum, which, even if obtained, would have been of very slight 
assistance, shows conclusively the reluctance of Congress to 
use its paper credit.”” May not the reason have been that 
Congress needed only a small sum as a temporary expedient 
while perfecting a plan for the issue of paper money? As 
only six thousand pounds were borrowed, is not the inference 
very strong that Congress expected to issue paper money at 
an early day, nonshinae a much larger sum would have been 
absolutely neeessary ? Congress afterwards ordered § 16,000 in 
Continental bills to be paid for the specie thus obtained. 

What opposition was made to issuing paper money we have 
only scanty information. The records of Congress are silent 
concerning the discussion of al! questions; and we can glean 
but little from the votes of Congress and the hints of mem- 
bers. Had not secrecy upon their proceedings been enjoined, 
which was most faithfully kept, doubtless the letters and 
diaries of some of the members would have thrown much 
light upon the deliberations of that body; in consequence of 
this injunction, however, not much knowledge can be gleaned 
even from these sources. 
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Two kinds of paper money had been tried in the colonies, 
with a marked difference in their operation. The improved 
method had been practiced most successfully in Pennsylvania, 
and consisted in emitting a certain amount of paper for a 
given time, say ten years, at the expiration of which period, 
it was all redeemed. The paper was put into circulation in 
the form of loans to individuals, secured by mortgages on 
their land. One-tenth of each loar. was repaid annually, with 
interest. Thus, at the end of ten years, the whole was 
returned to the loan offices and redeemed ; the Government 
in the meantime having gained the interest, and the commu- 
nity having had the benefit of the circulation. It was made 
a legal tender for the payment of debts, and it generally 
maintained its original value, with slight fluctuations caused 
by the rise of gold and. silver when a larger quantity of 
these metals than usual was wanted for exportation. This 
form of paper currency delighted Pownall, an English writer 
upon the Administration of the Colonies, for he declares that 
‘paper money thus lent upon interest, will create gold and 
silver in principal, while the interest becomes a reserve that 
pays the charges of Government. This currency is the true 
Pactolian stream, which converts all into gold that is washed 
by it.” The other kind of paper money was emitted by a 
colony, upon the pledge of certain taxes, which were consid- 
ered sufficient to redeem it within a specified time. This was 
the older and more general method employed among the col- 
onies. 

The bill passed by Congress, authorizing the first issue of 
bills of credit, certainly encountered the opposition of Frank- 
lin, for he wrote to Samuel Cooper that he took all the pains 
he could in Congress to prevent their depreciation, by pro- 
posing that the bills should bear interest ; this amendment, 
however, was rejected, and they were struck in a different 
manner. It is quite probable that other delegates shared his 
views, or favored the adoption of the Pennsylvania plan, which 
had proved so successful, for, as the need of money was very 
great, had there been no opposition to the report of the com- 
mittee, it would have been speedily adopted. Both Congress 
and the colonies needed funds, yet Congressional action was 
delayed. 

Paper money had been tried in all the colonies, and 
nowhere had the experiment worked satisfactorily, save in 
Pennsylvania. Of all the numerous issues, none had been 
redeemed in conformity with the agreement; and hardship, 
extravagance, and corruption, even in those primitive days, 
had grown out of the employment of paper money. We may 
readily believe, that more than one delegate knew of the 
evils springing from the use of credit as money. John Adams 
had “seen paper annihilated at a blow, in Massachusetts, in 
1750;"’ was not this event enough to make him sceptical 
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respecting the virtues of paper money? That he was no 
friend of it is evident from his reply to the letter of John 
Taylor, recommending the latter to read Count Destutt 
Tracy's work upon Political Economy, which had just been 
translated by Jefferson. Adams says : “His chapter ‘Of JZoney’ 
contains the sentiments I have contended for all my life- 
time.” After quoting a passage declaring that to diminish 
the quantity of metals in coins is to steal, the quotation con- 
tinues, “A theft of greater magnitude and still more ruinous, 
is the making of paper money; it is greater, because in this 
money there is absolutely no real value; it is more ruinous, 
because, by its gradual depreciation during all the time of 
its existence, it produces the effect which would be produced 
by an infinity of successive deteriorations of the coins. All 
these iniquities are founded on the false idea, that money is 
but a sign.” If John Adams entertained these sentiments all 
his lifetime, as he affirms he did, he could not have favored 
the issue of paper money by the Continental Congress. 

However divergent were the views of the delegates upon 
the question of issuing paper money, or the mode of issuing 
it, Congress decided, near the end of June, to issue bills of 
credit not exceeding two million Spanish milled dollars, 
pledging the faith of the twelve confederate colonies for 
their redemption. This was the plan recommended by the 
committee of the New York Assembly; and it received the 
support of the delegates representing that colony in Congress. 

The next day some minor matters respecting the bill were 
settled, and a committee consisting of John Adams, John 
Rutledge, James Duane, Benjamin Franklin, and James Wil- 
son, were appointed to engrave the plates, procure paper, and 
arrange for printing the notes. Franklin was more familiar 
with this work than any other member, as he had printed 
paper money for the colony of New Jersey, and devised the 
first copper-plate press for printing the bills. 

The Continental bills were of several denominations, from 
one to twenty dollars, and in form as follows : 


‘*Continental Currency. 
No. Dollars. 

“This Bill entitles the bearer to receive Spanish milled dollars, or the 
value thereof in Gold or Silver, according to the resolution of the Congress, held 
at Philadelphia, on the 1oth day of May, A. D. 1775.” 

In thus issuing paper money it has been affirmed that 
Congress committed two capital errors: first, in issuing any 
bills whatever ; and secondly, in not taxing the colonies imme- 
diately to redeem them. It is easy for us to discover errors 
strewn over the past, but to judge fairly of the wisdom or 
ignorance displayed by Congress, we must transport ourselves 
back to those troubled times and survey, as accurately as 
possible, the situation of the actors of that period. 

In the first place, when this issue was ordered, it was_not 
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believed that the sum would be very much, if at all, 
increased. Never in the history of issuing paper money has 
it been supposed that a large amount would be forthcoming. 
This is one of the dangers of embarking upon this always 
deceptive sea. One -issue authorized, others are sure to fol- 
low; but the Continental Congress of 1775, like the Congress 
of 1863, never intended in the beginning to flood the country 
with paper money. No one dreamed of the long and fear- 
ful contest before the country. When, therefore, the first 
issue appeared, it was thought the trouble with Great Britain 
would be soon adjusted; that the total amount of paper 
issues would be small; and, consequently, could be easily 
discharged. 

Nor did Congress suppose that paper money would float 
without taxing the colonies for its redemption. Accordingly, 
Congress apportioned to each colony its share of the sum 
required, on the basis of population. True, this was an injus- 
tice, but what else could Congress do? It was impossible to 
form an accurate idea of the wealth of the colonies, and 
though the estimate of the inhabitants was a crude one, yet, 
so far as we can discover, it was the most satisfactory basis 
which could be adopted. 

Bronson and other writers declare that Congress ought to 
have assessed and collected the taxes, leaving no authority to 
the States upon the subject. But Ramsay, Bancroft and 
many other historians assert that Congress had no power to 
tax the colonies. This answer is true in one sense, though 
not in another. Congress had no power to tax the colonies; 
on the other hand, there was no legal prohibition. Congress 
had just as much power to tax as to issue bills of credit. 
Whether Congress should tax them or not was a question of 
expediency. The course to be pursued depended on the 
temper of the people. Congress was obliged to look to them 
for the sanction and enforcement of all legislation. Surely 
it was not wise to enact a law which the people would not 
obey, however correct it might be in principle, because if 
they would not observe it, Congress was powerless to enforce 
obedience. Of what use was it to tax the colonies if they 
would not pay? Congress could not enforce the collection of 
it; there lay the root of the whole difficulty. 

If the colonies had been directly taxed, probably they 
would have refused. to pay and then denounced Congress for 
daring to exercise so much power. Gov. Colden wrote to the 
Earl of Dartmouth during the debate on this subject: “The 
Congress are well aware that an attempt to raise money by 
an immediate assessment upon the people would give disgust 
that might ruin all their measures, and therefore they prefer 
to do it by issuing paper money.” The people had rebelled 
because Parliament assumed the right to tax the colonies 
without their consent ; and would they allow Congress to do 
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what they had denied to Parliament? This was to contradict 
the very idea of resistance. Whatever might have been the 
opinion of Congress in respect to direct taxation, the inex- 
pediency of resorting to such a measure was manifest, and 
any enactment involving the right would have been disobeyed 
and treated with contempt. Having recommended the colonies 
to pay their respective quotas of the sum required to redeem 
the bills, Congress went to the verge of safety. To have 
attempted to go further might have caused the speedy and 
inglorious end of that body. 

Congress, it has been said, ought never to have issued 
bills of credit, but provided funds in some other way. 
Whether a loan could have been obtained when Continental 
bills were first issued it is impossible definitely to ascertain, 
but surely the credit of Congress must have been very poor, 
as the organization was only a few days old, while many 
regarded the future with uncertainty and alarm. What if 
the colonies were unsuccessful in their demands of Great 
Britain, and were prohibited from redeeming the obligations 
incurred by Congress ? Would any one trust the Government 
under such circumstances? 

Nevertheless, Dr. Franklin urged Congress to resort to 
loans, instead of issuing any more paper money when the 
question of a second issue arose, showing that, in his opin- 
ion, money might at that time have been obtained in that 
manner. Whether the country would have loaned funds to 
any extent, or not, no one will question the wisdom of such 
policy had it been practicable. 

From all that can be learned about public sentiment dur- 
ing this period, it is probable that Congress issued these 
bills in obedience to the popular demand, just as that body 
many a time since has enacted measures, not because they 
were right, but for the sake of pleasing the people. It must 
be remembered, however, that in those days Congress was 
obliged to follow public sentiment closely in order to exist ; 
now Congress can fall back upon the Constitution in defence 
of the measures adopted. The people, as we have observed, 
had tried paper money in all the colonies and knew its vir- 
tues as well as its defects, and they believed it was the best 
mode of raising funds to carry on the Government. These 
were solely needed to purchase supplies for the army; the 
colonies “had stretched their own faith as far as it would 
go;” yet they had faith in a currency issued by Congress 
upon pledge of payment by all the colonies, and circulating 
in all of them. The paper currencies then existing were 
local, and many and grievous were the complaints arising 
from their use: these, it was believed, would be unknown of 
the bills of credit issued by Congress. Such was the way 
the people reasoned ; and nothing except paper money would 
satisfy them. “ Their representations,” says Phillips, “seem at 
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least to have wrought on Congress a knowledge that their 
constituency, whether for well or ill, desired a Continental 
paper currency which should be equally current in all the 
colonies.” On the 17th of June, Mr. Duane, a delegate from 
New York, wrote to his constituents: “Your great complaint 
of the want of money will, I hope, be soon removed. For 
your present satisfaction we have obtained leave of the Con- 
gress to inform you, that the general committee of the whole 
body have reported a resolution to emit, in Continental paper 
currency, a sum not exceeding the value of ten millions of 
Spanish dollars, for the redemption of which all the colonies 
are to be pledged.” Within a week the recommendation of 
the committee was adopted to the extent of authorizing the 
issue of two millions. 

It is not fair to impute all the blame for enacting this 
measure to the people, because it is very probable that many 
of the delegates were sincere advocates of it. During one of 
the debates on this subject, a member rose and said: “Do 
you think, gentlemen, that I will consent to load my con- 
stituents with taxes, when we can send to our printer and 
get a wagon load of money, one quire of which will pay for 
the whole?” The conclusion which it is believed can be 
fairly drawn is, the people wanted paper money, and Congress 
could not have done otherwise than it did in satisfying this 
desire. It was necessary for Congress to obey the people in 
order to exist. 

A month elapsed before any measures were taken for print- 
ing the bills. Finally, on the 21st of July, a committee were 
appointed for this purpose. Finding the amount authorized 
insufficient to supply the demands made upon Congress, four 
days later that body issued an additional million. Franklin 
opposed this measure, for he declared in a letter to a friend: 
“After the first emission I proposed that we should stop, 
strike no more, but borrow on interest those we had issued. 
This was not then approved of, and more bills were issued.” 

As the signing of so large a number of bills consumed 
more time than the committee appointed for that purpose 
could give to the business, another committee were raised, 
composed of persons residing in Philadelphia, two of whom 
were required to number and sign each bill and then deliver 
them to Michael Hilligas and George Clymer, joint treasurers 
of the colonies. The notes are fine specimens of the progress 
to which the art of engraving had attained in the country at 
that period. 

Congress supposed that each colony would provide ways 
and means for sinking its proportion of the bills, “in the 
manner most effectual and best adapted to the condition, 
circumstances, and equal mode of levying taxes therein.” An 
assessment also was prepared based upon the supposed popu- 
lation of the colonies, including the negroes and mulattoes, 
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which was to be revised as soon as the correct list of each 
colony could be obtained. As Georgia had not yet linked 
her fortunes with those of the other colonies, the sums 
assigned to each colony were the following : 
New Hampshire... $124,069%%4 mae Delaware $ 37,219% 
Massachusetts Bay. 434,244 re Maryland 310,174 
Rhode Island..... 71,9591 esau Virginia 490,27814 
Connecticut 248,139 ee North Carolina... 248,139 
New York ere South Carolina... 248,139 
New Jersey ,2901%4 mee — 
Pennslyvania 4 sade $ 3,000,000 

Each colony was to pay its respective quota in four equal 
payments, annually, commencing with the last day of Novem- 
ber, 1779. One of the links in the system was for the sev- 
eral colonies to levy and collect taxes, which were to be 
applied in sinking the bills. When these were received by 
the collectors, they were to send them to the Continental 
treasurers, and in case they could not secure their quota, 
either directly in the way of receiving the bills for taxes, or 
by exchange of colonial notes for them, the deficiency was 
to be made up in silver or gold. The treasurers appointed 
by the colonies, before sending their bills to Philadelphia, 
were to “take care to cut, by a circular punch of an inch in 
diameter, a hole in each bill, and to cross the same, thereby 
to render them unpassable, though the sum or value is to 
remain fairly legible.” As fast as the bills were received, 
they were to be destroyed by a committee appointed for that 
purpose ; and the silver and gold sent to make up deficien- 
cies in quotas were to be retained until demanded in redemp- 
tion of Continental bills. The act further provided that 
whenever the treasurers had gold or silver in their possession 
for the redemption of Continental bills, they should “ adver- 
tise the same, signifying that that they were ready to give 
silver or gold for such bills to all persons requiring it in 
exchange.” 

It may seem singular that a people who had been trying 
to establish these two great principles, no taxation without 
representation, and representation based on population, should 
have committed the palpable injustice of recommending a tax 
founded on population and not on property. Let no one 
forget how chaotic was the condition of the country at that 
time, or the infancy of the central Government, which was 
only half-formed, and without clearly defined powers; the 
colonial governments, too, were in the same condition ; nor 
had any estimate ever been made of the wealth of the colo- 
nies. It is true none had ever been formed of the inhabi- 
tants, but amid the confusion of the time, the rule adopted 
was likely to give rise to less dissatisfaction than the adop- 
tion of any other. 

ALBERT S. BOLLEs. 
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FLUCTUATIONS IN THE VALUE OF GOLD. 


The British journalists and financial writers seem now to 
be well agreed that there has been an important rise 
throughout the commercial world in the value of gold, indi- 
cated and measured by an important fall in the general 
range of the gold prices of commodities. This fall is ascribed 
by them to the diminished production of gold, to the 
increased use of it from the expansion of population and 
commerce in countries where it was always used as money, 
and to the recent special demands for it arising from the 
change of the German currency from silver to gold, and from 
the resumption of specie payments (practically in gold) in 
the United States. 

But these journalists and financial writers are by no means 
agreed that this rise in the value of gold and fall in the 
gold prices of commodities can be regarded as a_ general 
misfortune, however injuriously they may affect classes and 
individuals. Still less are they inclined to agree in favoring 
any policy which will arrest a further rise in the value of 
gold, and we are inclined to think that the great prepond- 
erance of British opinion is in favor of leaving things to 
take their course. This is less surprising, inasmuch as Great 
Britain, being a creditor country, is directly a gainer in all 
its international relations from a rise in gold. The views of 
Ernest Seyd, that its direct gains in that way are more than 
offset by its indirect losses from the prostration of the gen- 
eral commerce of the world, do not seem to produce any 
effect upon British opinions on the subject. 

Two methods of British action, for the purpose of reliev- 
ing the strain on the gold market, have been proposed: 

First. The remonetization of silver, which may be called 
the Liverpool proposition, inasmuch as so far its advocacy is 
principally confined to the commercial interests of the City 
of Liverpool, and makes but little headway elsewhere. 

Second. The proposition of Mr. Giffen, made in an address, 
January 21, 1879, before the London Statistical Society, to 
authorize the issue of one-pound notes. So far as we have 
seen, this proposition meets with no more favor than that of 
remonetizing silver. 

The Pall Mall Gazette, of January 21, comments as follows 
upon Mr. Giffen’s views : 

In the paper which he read last night before the Statistical Soci- 
ety, Mr. Giffen entered at some length upon a subject to which we 
have frequently called attention, and one which is of great and 
growing importance. There can be no doubt whatever that a serious 
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influence on prices has been exerted of late years by the apprecia- 
tion in the value of gold. While the gold supply has been falling 
off from year to year, the demand for that metal has increased, not 
only with the volume of the trade of the world, but because countries 
which had previously required little now base their entire coinage 
on gold. Giving the estimated production of gold in quinquennial 
periods, Mr. Giffen finds that from 1852 to 1856 the total production 
was £ 149,665,000, or an annual average of £ 29,933,000; between 1857 
and 1861 the production fell off on the average £ 5,000,000 a year, or 
to £ 24,633,000, showing a total of £ 123,165,000; from 1862 to 1866 
the total production remained almost stationary, being £ 123,800,000, 
or an average of £ 24,760,000; from 1867 to 1871 the total production 
was £108,765,000—an average of £21,753,000. Thus in the twenty 
years from 1852 to 1871 the average annual production, stating it 
roughly, had fallen off no less than £ 8,000,000. But in the succeed- 
ing four years the reduction of output became yet more marked, the 
total from 1871-5 being only £76,800, or at the rate of only 
£19,200,000. Here, then, is a steady decrease amounting in 1871 to 
£,10,000,000 in the supply of gold bullion since 1852. But during the 
last eight years Mr. Giffen estimates that Germany, the United States 
and Holland have taken for their own purposes not less than 

120,000,000, or at the rate of £15,000,000 a year. “It was quite 
plain that these extraordinary demands could have left very little 
for the ordinary wants—the wear and tear of coinage, losses, uses in 
the fine arts, and new coinage, to correspond with the wants of pop- 
ulation increasing in numbers and wealth.” Undoubtedly. And the 
further point raised that the current supply of gold may be perma- 
nently insufficient for the wants of gold-using countries is worthy of 
grave consideration, for it may be that we are thus exposed to the 
chances of a continuous but gradual shrinkage of values on this 
account alone. Without, however, entering upon this now, or the 
other two causes of depression cited by Mr. Giffen, it is clear enough 
that the shrinkage of prices caused—so far as it is caused—by the 
appreciation of gold is not a matter to occasion any alarm. It is 
undoubtedly a cause of great inconvenience to individuals, the rather 
that until lately is has been generally assumed that the tendency was 
all the other way. This notion is now on the high road to be cor- 
rected, and the struggle to adapt prices to the new standard of values 
in every department produces inevitable disturbance. But the whole 
subject suggests numerous interesting and practical questions; and 
although Mr. Giffen’s suggestion for economizing gold by the adoption 
of £1 notes may not meet with acceptance, it ought to be recognized 
as one of the difficulties of the future that, failing the discovery of 
large new deposits, a cheaper method of mining deep lodes, or a 
more satisfactory system of dealing with bad ones, a sovereign will 
be more and more valuable as time goes on. 


As will be seen, the Pal/ Mall Gazette agrees with Mr. Giffen 
that “there can be no doubt whatever that a serious influence 
on prices has been exerted of late years by the appreciation 
in the value of gold,” and also, that unless the production 
of gold can, in some unexpected way, be increased, “‘a sove- 
reign will be more and more valuable as time goes on.” But, 
unlike Mr. Giffen, it is of the opinion that “the appreciation 
of gold is not a matter to occasion any alarm,” although it 
is “undoubtedly a cause of great inconvenience to individuals.” 


51 
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The London LZconomist, January 25, scouts Mr. Giffen’s rem- 
edy of one-pound notes, and maintains that the best hope 
for revived industries and commerce is in such a further fall 
in wages and prices, as will make them conform to the actual 
fact of the existing quantity of gold. Its language is: 

It would be worse than useless to attempt to bring any artificial 
means to bear on prices through the introduction of a small note 
currency or any expedient of that nature. It is probable that money 
wages will have to drop lower before any real reaction from exist- 
ing commercial depression can take place. 

Upon the subject of “ Fluctuations in the purchasing power 
of Gold,” the Lconomist of December 28, has an article so full 
of interest that we reproduce it below: 


It is a fact which will scarcely be disputed that the purchasing 
power of gold iS now considerably greater than it was in the three 
years 1872-3-4. This assertion may readily be corroborated by an 
appeal to the market prices of commodities then and now; and the 
result, which yields an average fall probably exceeding twenty per 
cent., will forthwith be ascribed to the existing great depression in 
trade, to over-production, and to the collapse of speculation after the 
years of inflation and mania. Although these have undoubtedly been 
potent causes operating to produce a fall in market prices, it is 
probable that others, which it is now our purpose to consider, have 
also contributed towards this great and general movement. If, as 
can undoubtedly be shown, market prices are, taking an average of 
a great number of commodities in daily use, from ten to twelve per 
cent. cheaper than in any of the years of depression which followed 
the panic of 1866, and from eight to ten per cent. below those of 
1859—the cheapest year of the series after the crisis of 1857—the 
conclusion is forced upon us that either (1) the present depression 
is far in excess of that which existed in those previous periods of 
depression ; or (2) the world’s productions are far more easily ren- 
dered marketable; or (3) there has been an increase of late years 
in the intrinsic worth of our unit of value, namely gold. Tracing 
prices further back, to the time of stagnation following upon the 
railway panic of 1847, we at length obtain a record of prices appar- 
ently cheaper than those at present existing, and in 1849, the 
“cheapest year of the century,” the average of marketable commodi- 
ties was probably somewhere about seven per cent. lower than at 
present. Consequently, either that depression was (1) more severe 
than this, and very much more severe than after 1857 and 1866; or 
(2) the world’s productions were then more easily rendered market- 
able; or (3) the intrinsic worth of our unit of value was then much 
higher than after 1857 and 1866, and somewhat higher than it is 
now. 

Cause 1 may be passed over lightly. We do not think it capable 
of proof that either 1848 to 1851 or 1878 were periods of far greater 
depression than those of 1858 and 1859, or 1868 to 1871. Cause 2, 
however, when first stated, wears an aspect of probability, for it may 
with truth be contended that goods are in reality more readily 
brought to market than either in 1858 or 1868-71. But when in trac- 
ing back the record it is found that cause 2 involves an admission 
that goods must have been more readily brought to market in 
1849-51 than in either of the three succeeding periods of commercial 
stagnation, the proposition is at once reduced to an absurdity. Steam 
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and electric facilities have rendered the movement of merchandise 
cheaper and more expeditious than it was either twenty or thirty 
years ago, and the outlook for the people of this country would 
indeed have been a bad one had it not been so, for the increase of 
mouths to feed and bodies to clothe has nearly kept pace with the 
increase in market facilities thus afforded, and the effect of the two 
increases has been in a great measure to counteract one another. 
The productions of the soil in this country are less and less able to 
support us, and it is well that we can more easily draw from the 
foreigner what our own land is powerless to yield. Cause 2 has, 
therefore, we may fairly argue, operated to influence these changes 
in prices less than might at first have been supposed, and we are, 
therefore, brought face to face with cause 3. The question now 
before us is—how has the value of gold fluctuated in the past thirty 
years? Can adequate reasons be assigned why gold should have been 
cheaper in 1859 and in 1868 than in 1849?—why gold should be 
dearer in 1878 than in 1859 and 1868, but yet not so dear as in 1849? 

To enable us to comprehend the bearings of this important sub- 
ject, the valuable researches of the compiler of the Commercial His- 
tory and Review, published annually with this paper, are available. 
He has for many years past given comparative tables of the market 
fluctuations of a great number of articles of produce and merchandise, 
and he has summarized the results thus obtained as regards twenty- 
two of the most important classes of merchandise. By combining 
the changes there recorded he has obtained a succession of aggre- 
gate “index numbers,” which are indicative of the general variations 
in the prices of commodities expressed in sterling money. These 
index numbers are reproduced in the following table, and an estimate 
for December, 1878, has been added, showing a very heavy fall dur- 
ing eleven months of the current year :— 


COMBINED FLUCTUATIONS IN TWENTY-TWO PRINCIPAL ARTICLES. 
THE AVERAGE PRICE OF 1845-50 BEING TAKEN AT PAR, 
“* Index Number,” “ Index Number,’ Aver- 
Aggregate of Average Aggregate of age per 
22 vatios, per article. 22 ratios. article, 
1845-50 (average)... 2,200 . 100 shies SBG7 (JGB i: 6c.00050 3,024 . 137 
2652 (FBT) ..i.0,00:0:0.0:0 2,293 . 104 arr 1868 - 122 
1853 2,301 . 107 Fe 1869 + ax 
1857 (July) 2, . peice 1870 . 
et 2,612 . 119 ae 1871 . «118 
1859 . mrs canes 1872 . = 
1860 . ae eer 1873 134 
1861 . wae ene 1874 5 . 131 
1862 3 . aieae 1875 - 126 
1863 F 158 nee 1876 . oe 
1864 e . mem me 1877 4 , 123 
1865 5 ‘é 162 asia 1878 area Ct. 116 
1866 . 162 ied 1878 (Dec.) ....... «2290 . 104 


This table tells us that certain quantities of twenty-two descrip= 
tions of goods in daily use, costing in 1845-50 £100 each, or £ 2,200 
in all, would, in January, 1857, have cost as much as £ 2,996; but in 
1859 could have been purchased for £2,543. In 1864 the cost would 
have risen to £ 3,787, but in 1869 would have relapsed again to 
£2,666; and in 1871 to £2,590. In 1873, however, the same quanti- 
ties were worth £ 2,947; but now in December, 1878, their value has 
fallen back again to £2,300. In the second column, which is the 
first divided by 22, the percentages of rise and fall in prices at these 
periods is obtained. Thus— 
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Between 1845-50 and 1857 there was a rise in prices averaging ‘ a 
” 1857 u 1859 a fall of coos cs ‘ 21 
a 1859 w 1864 a rise of [1864—Cotton famine ].. ‘ ‘i 
” 1864 « 1868-71 a fall of * P 52 
” 1870-1 «4 1873 he 
” 1873 » 1878 (Dec.) a fall of 


[Net movement in thirty years—a rise of four per cent. 
world’s productions being more readily marketable.] 


Another striking feature in this table is that in spite of the gen- 
eral inflation which followed the war of 1870, the average rise in 
prices between that time and 1873 was only fourteen per cent. It 
was, of course, more in such items as iron and coal, but on balance 
of the twenty-two commodities that was the rise, or less than half 
the rise in the inflationary period of 1850-57, and not much more 
than one-fourth that from 1859 to the admittedly exceptional year 
1864. We can, in a measure, account for the immense advance shown 
in 1863-64 by the effects of the American civil war, which raised 
the price of cotton and other produce in a most remarkable manner; 
and the very considerable expansion between 1850 and 1857 has 
partly been attributed to the gold discoveries, first in California, then 
in Australia, which, it is admitted on all sides, caused a decided fall 
in the value of gold, a fall variously estimated at from ten up to 
twenty per cent. The world’s production of gold was suddenly quad- 
rupled, and the demand for the most precious metal for currency 
purposes being still in its infancy, the supply exceeded that demand, 
and an unmistakable fall in value was the result. The price of sil- 
ver rose considerably in consequence. 

On the 8th May, 1869, Professor Jevons wrote to the Lconomist: 
“T cannot help reasserting with the utmost confidence that a real 
rise in prices to the extent of eighteen per cent., as measured by 
fifty chief commodities, has been established since 1849.” This rise, 
by the way, is somewhat less than that shown in our Commercial 
History and Review as the average of twenty-two prices. The writer 
continued :—“ This is an undoubted depreciation of gold, because it 
represents a real diminution in the purchasing power of gold. Nor 
can we avoid attributing it to the gold discoveries. Indeed, as Pro- 
fessor Cairnes has so distinctly pointed out, the effect of those dis- 
coveries is probably much greater than we can prove, because the 
course of prices in previous years was decidedly downwards, so that 
the new gold has both prevented a further fall and occasioned a rise 
in its stead.” The following paragraph, in the same letter, written 
as it was nearly ten years ago, is so applicable to the present time 
that we will make it our point of departure: 

“The present year is especially suitable for a retrospective inquiry 
because we have just passed through nearly three years of commer- 
cial prostration, during which the use of credit has undoubtedly 
been reduced to its minimum, and prices have suffered a corre- 
sponding depression. Taken in connection with the similar depression 
which followed the collapse [we will alter the year] of 1866, this 
gives us ample means of judging whether a real rise, or fall, of prices 
has been established, because it assures us that any rise, or fall, of 
prices is not due to a temporary cause, such as the inflation of 
prices by credit.” Upon reference to the table of fluctuations 
already furnished, it will be seen that the “average per article” in 
the years 1868-71 was a trifle over 120, that is, twenty per cent. 
above the average of 1845-50—it is now only 104, or four per cent. 
above the average. A fall, therefore, which may be estimated at 
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about sixteen per cent. is the result, although Professor Jevons’ 
description of the condition of trade during one period suits equally 
the other. Take, for instance, the LEconomést price-list of May 8, 
1869—that of December, 1868, or 1869 would suit equally well—and 
compare this with that published last week. We note a fall in the 
interval of 3s. 8¢. per quarter in wheat, of 2s. 5d. in barley, of 5s. 4d. 
in oats, of 64d. per Ib. in cotton, of £2 5s. per pack in English wool, 
of £13 per ton in hemp, of 8s. per lb. in silk, of 12s. per ton in 
Scotch pig iron, of £11 per ton in copper, of £5 per ton in lead, 
of £65 per ton in tin, of 6s. per cwt. in tallow, of from Is. to 2s. per 
cwt. in sugar, of 22s. per cwt, in lard, of 24s. in American cheese; 
and the list of depreciated prices might be greatly extended. On 
the other hand, meat, except pork, which is cheaper, is practically 
without change; and so is coal; while coffee and rice have risen in 
price. The recent famine in India clearly accounts for the still 
enhanced value of rice, and the large diminution in the number of 
sheep in the United Kingdom while the population has grown 
upwards of three millions, ought to have resulted in a rise in the 
price of mutton. In coal, too, we are contrasting winter with sum- 
mer prices, so that it is apparent these few exceptions to the one 
great rule—a heavy fall in the prices of commodities in the past 
ten years—are due to causes shown in themselves to be exceptional. 
Wages likewise are, as a whole, decidedly lower in the manufactur- 
ing districts than they were ten years ago. What, then, has been 
the great reason for this fall? May we not reproduce the words of 
Professor Jevons, as follows:—“I cannot help asserting with the 
utmost confidence that a real fa// in prices to the extent of sixteen 
per cent., as measured by twenty-two chief commodities, has been 
established since 1869. This is an undoubted afpreciation of gold 
because it represents a real zzcrease in the purchasing power of gold.” 
We have already shown reason why causes 1 and 2, if existent, were 
only minor causes. Are there reasons, therefore, why cause 3—an 
important increase of late years in the actual worth of our unit of 
value—should afford the real clue to the problem? B 

First,--there has been a diminution in the supply of gold. Of this 
there can be little doubt. In the appendix to the report of the 
Select Committee on the Depreciation of Silver, four estimates of 
the world’s production of gold were furnished. We will quote from 
them all :— 

WORLD’S PRODUCTION OF GOLD. 


Tooke and 

Newmarch Sir Fournal United States Mean of 
and Hector des Bureau. Jour> 

Economist. Hay. Economistes. (E. B. Elliott.) Estimates. 


4 & £ 4 4 
Average, 3 years 1853-4-5 . 28,g00,000 . 27,900,000 . 27,800,000 . 28,700,000 . 28,300,000 

” ” 1863-4-5 . 20,000,000 . 22,600,000 . 22,600,c00 . 20,400,000 . 21,400,000 

” ” 1873-4-5 . 20,700,000 . 19,000,CO0O . 19,300,000 . 18,400,000 . 19,350,000 
The result shown is a reduction between 1855 and 1875 of about 
£9.000,000 a year in the total production of gold, the bulk of which 
falling off, however, had occurred prior to 1865. Nor since 1875 has 
there been any recovery, for Australia has yielded to the world less 
than she did then. 

Secondly,—there has been a marked increase in the demand for 
gold. The effect of the adoption of a gold standard in Germany, as 
well as in some other European countries of minor importance, has 
been, as we have clearly seen, to depreciate the value of silver, 
measured by a gold standard, in an extraordinary manner. Large 
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masses of silver have been demonetized and thrown upon the market. 
But, on the other hand, large masses of gold have been required to 
take their place, while, as has been shown, the supply has actually 
been diminishing. Prior to 1871, we have authority—that of Mr. 
Ernest Seyd, minutes of Select Committee on the Depreciation of 
Silver, question 1,201—for estimating the amount of gold in circula- 
tion in Germany prior to 1871 at £ 30,000,000. 


New German gold money coined to date 
Old German gold currency in 1871............0-. 0000. coos 


Minimum increase in seven years 


Of this amount, about four-fifths has been forwarded direct from 
England to Germany. The preparations made by the United States 
for the resumption of specie payments on the Ist of January next 
have also absorbed a large amount of gold. The sums obtained for 
this purpose are shown below :— 

Gold coin and bullion in United States Treasury in 1878.. £ 28,500,000 
“ ” “ au 1876.. 12,000,000 


Increase in two years £ 16,500,000 


These two requirements are thus shown to have absorbed 
£70,000,000 of gold in the past seven years—say, £ 10,000,000 a year 
—or decidedly more than one-half of the world’s production during 
this period. Currency reforms in the Scandinavian Kingdoms and 
in other countries have likewise absorbed further exceptional amounts, 
and after making the usual deductions for the arts and jewelry pur- 
poses, it is probable that the balance of new gold left available for 
the maintenance of existing gold currencies has, during the past 
seven years, been reduced to about one-third what it was in the 
previous decade, and to a far smaller proportion of the world’s pro- 
duction of twenty years ago. At the same time all the principal 
banks in Europe have shown more and more eagerness to store gold 
in preference to silver. We have not space on this occasion to enter 
into details upon this point. Suffice it to say that on page 57 of the 
Commercial History and Review for 1877, it was calculated that in the 
ten years then ended £ 82,650,000 of gold had been added to the 
cash reserves of the principal banks, Here is another large amount 
averaging £8,265,000 per annum; and if we add thereto less than 
another couple of millions annually for wear and tear of existing 
coinages, and sundries, we can construct the following rough account, 
representing the world’s annual average receipts and expenditure of 
gold during the past seven years :— 


Yearly Production. £ 
Average annual production. 19,350,000 
German new gold coin ex- 

ported (say ) 
20,850,000 
Balance — annually with- 
drawn from previously ex- 
* isting gold incirculation.. 1,200,cco 


22,050,000 


Yearly Appropriation. L 

On German currency 
United States Resumption ... 2,400,000 
Fine arts 
Added to reserves in 

RMN 5 asia ncisers sca nabanare 8,250,000 
Wear and tear, other coinage 

reforms, and sundries (say) 1,800,000 


22,050,000 


Therefore, it would appear that there is at the present time actu- 
ally less gold in circulation than in 1871 in those countries which at 
that period already possessed a gold currency. The world’s produc- 
tion has left nothing for them, it has all been absorbed elsewhere. 
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Consequently, if the value of gold depends upon the relation between 
supply and demand, fair grounds exist for stating that the supply 
has diminished and the demand much increased—the natural result 
being a rise in value. . 

In the foregoing remarks we have stated a case which has already 
received passing attention from some leading authorities, but, as we 
think, far too little. We have not touched upon the question of 
the circulation of bank or State notes in substitution for gold, nor 
upon other increased banking facilities, nor yet upon the growth of 
population in the past ten years. “ But the fact remains that com- 
modities are much cheaper than they were ten and twenty years ago 
in periods of great depression in trade, and the same amount of gold 
—not silver—will buy more of such necessaries of life. Probably, 
therefore, gold has risen, while silver has fallen, as nations have 
competed for the one and discarded the other. 


FINANCIAL NOTES AND COMMENTS. 


RATES OF INTEREST. 

In these days of four-per-cent. bonds, the rates of interest paid on 
perfectly sound securities only a few years ago look strangely. 

On the tst of March, 1867, the State of Nevada, which has never 
had a debt of any magnitude, issued gold bonds for $ 500,000, having 
five years to run, and bearing an interest of fifteen per cent. 

On the 31st of December, 1878, there were outstanding bonds of 
the same State as follows: 

1o year bonds, issued in 1871, 10 per cent. .........c-ceccccees $ 74,400 


10 Ww ” 7] w 1872, 9% 7 86,000 
I5 wu “ ” " u 9% “, 


A large portion of these bonds are held by the State itself, as the 
trustee of school and other funds, but this may only prove that 
other takers were not easily found on the Pacific coast, where ten 
per cent. interest was considered very low in 1871-2. 

The State of Nevada could now doubtless borrow at five per cent. 
all that it needs to borrow to carry its very small debt. 

It is said that Delaware, having a State debt of less than a mil- 
lion, now carrying an interest of six per cent., proposes to refund 
it at four and a half. Delaware holds interest-bearing railroad securi- 
ties, exceeding the amount of its debt, which is therefore not a 
charge upon its tax-payers. Delaware will doubtless be able to bor- 
row all that it needs to borrow, at four per cent., if it does not 
hurry the negotiation too much. Boston has just borrowed a million 
at four per cent., and has not promised to pay the interest in gold, 
or even in coin, but only in lawful money. 

TEXAS. 

When this State was admitted into the Union in 1845, all its 
then existing debts were provided for by the United States. In 
thirty-four years, Texas has incurred a new debt of five and one- 
half million dollars, and got rid, in various ways, of a_ public 
domain of one hundred and fifty million acres. It has no_ public 
works, except railroads, and these have been chiefly built, and are 
now chiefly owned by citizens of other States. Texas is flourishing 
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in the sense that it is being rapidly filled up by immigrants from the 
South and West, but it is at least doubtful whether those who have 
gone to Texas would not have been personally better off, and would 
not have added more to the National wealth, if they had remained 
at home. The rapid diffusion of population over vast spaces is now 
a fixed American policy, and it is too late to think of reversing it. 
In giving away its public lands, Texas has only been doing what the 
United States Government has been doing during the same period. 
The circumstances of the country have, been so happy, that it was 
certain to flourish under almost any policy, but the results by no 
means demonstrate that the policy actually adopted has been the 
wisest one. The enormous distances of our extreme Western popula- 
tions from their present markets, constitute a tax upon their products 
impossible to be escaped, and grievous to be borne. In due time, 
they will have markets at home, in manufacturing towns, but the 
period for that is remote. 


JANUARY BALANCE OF TRADE. 

The excess of merchandise exports over imports in January, was 
$ 25,876,364, as compared with §$ 33,539,829, in January, 1878. Although 
decreased from last year, the balance is still very large, and has been 
sufficient to provide for the purchase of all the Government bonds 
and other securities sent home from Europe, and prevent any export 
of gold. It is probable that the remaining five months of the cur- 
rent fiscal year, will also show some falling off in the amount of 
the favorable balance of trade, as compared with the same months 
of last year, but the gain was very large during the first five 
months of the year, and on the whole year the balance is not 
likely to be reduced below the 258 millions shown for the year 
ending on the 30th of last June. The falling off since the first of 
last December, is chiefly due to the reduction, not in the quantities, 
but in the prices of our exports. In respect to breadstuffs and pro- 
visions, the recent indications are rather hopeful for some recovery 
in prices. 

MUNICIPAL DEBTS. 

The municipal and county debts of New York, Massachusetts, 
Ohio, Illinois and Wisconsin, returned in the census of 1870 at 
$ 221,695,011, had increased in 1878 to $ 467,998,514. On the assump- 
tion that such debts in other States have increased in the same 
proportion, Mr. Robert P. Porter estimates the present aggregate of 
the local debts of the whole country at $1,350,000,000, That is con- 
siderably higher than the estimates ordinarily made. The real bur- 
den of these debts has been aggravated quite as much by the 
enhanced value of money as by the increase of their nominal 
amount. 

IMPORTED SUBSIDIARY SILVER. 

It is frequently said that the considerable amounts of American 
silver subsidiary coins of old dates, hitherto circulating abroad, but 
brought back into the United States within a year or two, have 
come from the Spanish-American countries. No reason appears for 
such a movement of silver, except from the recent suspension of 
specie payments in some of them. We apprehend that the larger 
part of this returning subsidiary silver has come, not from Spanish 
America, but from the British West Indies, including British Guiana, 
and that the return of it has been caused by the changes in their 
currency, described in our last number. Until lately, their metallic 
money was double, not exactly gold and silver, but having two units, 
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the pound and the dollar, with a relation between them fixed by law. 
This legal metallic pound sterling was, however, not exclusively the 
gold sovereign, but either that coin or twenty British silver shillings. 
The pound in the latter form was, and is, with them, a tender for all 
sums, and, in fact, has long constituted the bulk of their sterling 
money. This double standard of the pound and the dollar, continued 
until after the fall in silver relatively to gold, or rise in gold rela- 
tively to silver, whichever mode of expression may suit the reader 
best, which occurred in 1876. They then decided to demonetize, not 
silver, but the dollar, and, of course, all the fractions of a dollar. 
The fractions of a dollar which they had had in use, were principally 
American coins, including some dated prior to 1853, and, therefore, 
of full weight, and these fractions of a dollar were naturally sent 
back to this country, which was the only market for them. Their 
actual currency is still silver, but it consists almost exclusively of 
British silver shillings. They so far decline to act upon the advice 
of the British Ministry, to restrict their legal-tender capacity to debts 
not exceeding forty shillings, as it is restricted in England. 
BRITISH BANK-NOTE CIRCULATION. 

Since 1844, the date of Sir Robert Peel’s law regulating the note 
issues of the banks in the United Kingdom, including the Bank of 
England, the following changes have occurred: 

CIRCULATION NOT REPRESENTING GOLD. 
& 31,130,000 
28,496,000 
CIRCULATION REPRESENTING GOLD, 


The circulation representing gold is required by law to represent 


it dollar for dollar, and in most cases does actually so represent it. 
But whether it does so or not, depends upon the honesty of bank 
officials, and it was found in the recent case of the failure of the 
Bank of Glasgow, that the gold supposed to be represented did not 
exist in its vaults. 

The theory of Sir Robert Peel’s Act of 1844, was, that there 
should be no paper money proper, that is, paper resting on the 
credit of the issuing banks, except the £ 31,130,000, which was then 
found in existence, and that any paper beyond that sum, should be 
nothing but a certificate of so much gold retained to redeem it. 
The Act of 1844 did not provide for an increase of paper money 
proper, as the United Kingdom should become richer and more pop- 
ulous. On the contrary, it provided that as the then existing banks 
should be wound up, or go out of business in any way, the right to 
only two-thirds of their note issues should go to the Bank of England, 
and then only if the Bank of England should choose to demand it. 
Since 1866, the right of certain private and joint-stock banks to 
issue notes to the amount of £ 1,300,000 has lapsed in various ways, 
but the Bank of England has not demanded its privilege of an addi- 
tional issue of two-thirds of that sum. 

SILVER MOVEMENT IN GREAT BRITAIN. 

The silver movement in Great Britain was small during 1878, and 
still continues so, as compared with 1877, when the sales by Ger- 
many and the purchases by India, were on a great scale. During 
January, 1879, the British movement was as follows: 


Imports of silver $ 5,839,420 
Exports 4 712555799 
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Of the imports, more was received from France ($2,012,960), than 
from any other country. This was principally silver bullion which 
was deposited last summer in the Bank of France by British specu- 
lators, in the hope of a rise, but now withdrawn and sold in London. 

Of the exports, India took $4,590,800, being a good deal more 
than it has taken in any month since February, 1878. 

BRITISH BANK DEPOSITS. 

During the year 1878, the deposits with the three discount com- 
panies in London underwent a remarkable shrinkage. In the National 
Discount Company, the reduction was from ten millions sterling to 
seven; in the General Credit Company from 534 millions to 13; 
and in the United Discount Company from two millions to 1¥, 
The total reduction was, therefore, from 1734 millions to 10,4, or 
more than forty per cent., and illustrates the severity of the press- 
ure on the money markets in England, and the general prevalence 
of distrust there during the past year. If all the British banking 
institutions had been subjected to an equal withdrawal of deposits 
simultaneously, there must have been a general crash. But the drain 
of that kind upon the joint-stock banks was much less, and at the 
Bank of England deposits rather increased than diminished. 

That the English carry the practice of paying interest on deposits 
in banks to a most injurious excess is entirely plain to. everybody 
but themselves. There is no appearance, however, that any reform 
in that particular is probable. A proposition to curtail the practice 
by means of stamp duties, recently made in Parliament, met with no 
favor. The average British opinion on the subject is, without doubt, 
fairly: reflected in the following from the London L£conomzst, of 
March 1: 

That the system of receiving money at call, or on short notice, and allowing 
interest upon it, is attended with a certain risk is unquestionable. But pay- 
ment of interest on deposits is essential to the accumulation in banks of the 
supplies of capital necessary for the carrying on and extension of trade. 

In truth, the worst possible support to legitimate trade is that of 
loans from banks and bankers, who are themselves debtors at call 
to a great amount, and constantly exposed to the necessity of crip- 
pling their customers, in order to meet the demands of their own 
creditors. 

And nothing is so apt to tempt, and almost force, banks and 
bankers into illegitimate transactions, as the necessity they are under 
of making a greater interest on money than they are themselves 
paying for it. 

The depositing of money in banks adds nothing to the real capi- 
tal of a country, available for trade, or for any other purpose. 

Whatever the reason, or reasons, may be, the fact is certain that 
there is no place in the commercial world in which financial and 
banking crises are so constant, frequent and violent as they are in 
London, the condition of which ought to be more steady and equa- 
ble, in view of its great wealth, than that of any other city. The 
most enlightened Englishmen do not hesitate to say that the fault 
is in their banking system and in the practices which have grown 
up under it. 

LOW PRICES OF WHEAT, 

The average price of wheat per quarter in Great Britain during 
the month of February was 38s. 1d. An average price for a year so 
low as that is not recorded since 1780, and very rarely has the aver- 
age price for a week fallen so low. During the last ten years, the 





1879. | FINANCIAL NOTES AND COMMENTS. 803 


lowest average price for a week was 4os. 1d, in March, 1875. During 
the same ten years, the highest average price for a week was 68s. 9d, 
in May, 1877. 

THE BRITISH DEBT. 

The floating debt of Great Britain, represented by exchequer bills, 
is now £ 26,000,000, or $ 130,000,000. British financial writers agree 
that a new issue of consols to fund the whole, or some considerable 
part, of this floating debt, cannot long be postponed. An addition 
to the aggregate of the consols, is, in every way, disagreeable, but the 
necessity of it is admitted on all hands. The revenues have not only 
lost that e/as¢éczty, which has heretofore been supposed to be inex- 
haustible, but are positively falling off. At the same time, new occa- 
sions for expenditure have arisen in the wars in Afghanistan and 
South Africa, and in the necessity of aids to India. When the 
revenues were expanding, so as to yield a_ surplus, taxes were 
remitted, instead of applying the surplus to the reduction of the 
National debt. Nobody is more responsible for that folly than Mr. 
Gladstone, who now sees and deplores it. Nobody is left to defend 
it but the editors of the London 7zmes, and nobody but the editors 
of that journal would be capable of adopting the line of defense 
which they assume. They say that it was wise to leave the debt 
unreduced, decause the value of gold money has been depreciating, and 
zs (tkely to depreciate hereafter. A journal capable of saying that has 
established its capacity to say anything. 

THE INFLATION OF 1872-3. 

The London L£conomist of December 28, 1878, has a list of the 
average prices in England of twenty-two leading articles of merchan- 
dise, for several years past. Calling the prices of the period from 


1845 to 1850, which were the lowest for the century, 100, it 
finds the prices for certain other years, to be, comparatively, as fol- 
lows : 


Upon this showing, the Lconomist observes: 

In spite of the general inflation which followed the (Franco-Prussian ) war of 
1870, the average rise in prices between that time and 1873 was only fourteen 
per cent. 

A rise from 122 to 134 is not fourteen per cent. It is not quite ten 
per cent. No where else in the commercial world was there any such 
such rise as ten per cent., except in England, where general averages 
of prices were raised by the enormous advances in iron and coal, 
resulting from the culmination of the business of railroad construc- 
tion. 

The average prices of the ten years ending with 1869, are repre- 
sented in the tables of the /conom7st by the tigure 131. The culmi- 
nating point of prices during the rise in them resulting from the 
Californian and Australian gold discoveries, was not in 1873, when 
they are represented in the tables of the /conom7st by the figure 134, 
but at an earlier period, when the prices of certain years are thus 
given by the Lconomést : 
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Nothing is more certain than that the general tendency of metallic 
prices has been downward since about 1865, since which date the 
aggregate production of the precious metals has been stationary, 
while the needs for them have been increasing. Undoubtedly there 
was a temporary upward movement of metallic prices in Europe, 
after the Franco-Prussian war. The method by which that tempo- 
rary rise was brought about is plain enough, but the financial writers 
of Europe have so bewildered themselves that they do not see it. 
France suspended specie payments, and conducted its business 
upon paper, while considerable sums of its coined money went to 
other countries in Europe, and remained in those countries long 
enough to stimulate prices. 

One theory of European writers on the subject is, that the Franco- 
Prussian war interrupted production to such an extent that commod- 
ities rose in prices because they became scarcer. But the war was 
only an affair of months. It was not waged on German soil at all, 
ana the larger part of France was exempt from the actual presence 
of the invaders. The interruption to production was trivial at most. 
It was French gold and silver scattered broadcast through Germany 
and thence reaching adjacent countries, which stimulated prices. 


INDIA, 


Under the heading of Standard of Currency for India, the London 
Economist of February 22, says: 


The Chancellor of the Exchequer’s reply to Mr. Goschen’s inquiry on this 
subject will scarcely tend to allay the anxiety which must be caused by the 
prospect of any considerable alteration in a matter of so much importance 
to the business of the country. The Chancellor stated in substance that under 
the Indian Coinage Act, the Governor-General in Council had the power to 
regulate the details of the currency without fresh legislation ; but that the 
Secretary of State for India, authorized him to say that should any large 
change be adopted while Parliament was sitting, he would take care that 
Parliament should have an opportunity of expressing an opinion on the 
matter before it was finally settled. Any alteration in the standard, should 
such be contemplated, could hardly be deemed to be among ‘the details of 
the currency.” Its influence on our commerce would be very great, and any 
sudden change might be very prejudicial, Further, and more complete, 
information is much to be desired. 


The measure which is now urged in respect to India, by some 
interests in that country, is not to introduce a gold currency, but to 
bring the present silver currency up to or near a parity with gold, by 
stopping the further coinage of silver rupecs. It is the same propo- 
sition that was negatived by the present Governor-General of India, 
in the summer of 1876. It is now strenuously resisted by the 7zmes, 
Economist, Statist, and, in fact, all the London financial journals 
which we read or see quotations from, but it would seem from the 
tone of the above extract from the /cononzst, that those who oppose 
it have some fears that it may be carried. 


DEBT OF: PARIS, 


At the end of the Empire, in 1870, the debt of Paris was 1,602 
million francs. It is now 1,987 million francs, and an addition of 
600 millions for various improvements and embellishments is in 
contemplation. With all this present magnitude and proposed 
increase of debt, Paris stocks command money in the market at 
better rates than the National stocks of France. 
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CHINESE BORROWINGS, 


It appears that in 1877, the Chinese Government effected a loan 
of £ 1,604,276 through the Hong-Kong and Shanghai Banking Cor- 
poration, at the rate of ten per cent. interest, and has just 
effected another loan through the same agency of £ 535,000 
at the still higher rate of eleven-and-a-half per cent, It 
is said, and would seem to be true, that the capacity of 
the government to effect internal loans is exhausted, and that taxes 
do not yield enough to support the devastating war on its North- 
western frontiers. Debts accumulate very rapidly at ten and eleven- 
and-a-half per cent. rates of interest, and it may not be long before 
Great Britain will be taking possession of Chinese custom houses, 
and of Chinese trade in general, to enforce the payment of such 
debts. Possesssion of a country for one purpose, is very apt to end 


AUSTRO-HUNGARY., 


Vienna letters state that it was determined by the Government, 
in the latter part of February, to withdraw all one-florin (forty-five 
cents ) notes. The object, of course, is to make room for the silver 
florins. Whether this is the beginning of a policy of resuming coin 
payments remains to be seen. Silver is the legal metallic money of 
Austro-Hungary. All the outstanding one-florin notes are issued by 
the Government; the National bank issues no notes below the 
denomination of ten florins. In January, 1877, the number of one- 
florin notes in circulation was 77,325,929, and the number is proba- 
bly not less now. 


SILVER IN AUSTRIA, 


The silver coinage of the Austrian mint during the last half of 
1878, was thirty-two million florins, or $16,000,000, The coinage is 
probably now going on at the same rate. The mint is not receiving, 
from private persons, any more silver for coinage, but it had on 
hand, on the first of January, large amounts received before that 
time, and then remaining to be coined. The Vienna correspondent 
(February 10) of the London “conomést says that the mint is coin- 
ing for the government at the rate of two million florins, or 
$1,000,000, per month. The same correspondent says : 

“The Austrian Government has decided upon making some pay- 
ments in silver florins.” 

The /rankfurter Zettung stated, early in February, that the Aus- 
trian National Bank, having a large payment to make to the govern- 
ment, on the sale of some bonds, had made it in silver, in prefer- 
ence to making it in paper, and that, it was also paying out 
small amounts of silver to individuals. These facts, taken together, 
indicate that Austria may be meditating a resumption of specie 
payments. Silver being its exclusive metallic standard, and_ its 
paper being at a parity with silver, and being, in fact, worth rather 
more than silver, any hesitation about a resumption of specie pay- 
ment must arise from an apprehension of a rise in the value of 
silver. The policies of European governments are, however, obscure 
at this distance, and the safest course is to wait patiently, and see 
what they do. The Europeans have always been puzzled, as to the 
motives which could have induced a country situated as the United 
States is, to demonetize silver. There are many things done in 
Europe which are equally puzzling to us on this side of the Atlantic. 
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RUSSIAN FINANCE, 


The cost of the Turkish war and of the subsequent, and to some 
extent still continuing, occupation of Turkey, has made the follow- 
ing additions to the debts of Russia: 

Roudles. 
Loans, internal and external.... 700,000,000 
MUU PMN 54, 85:00 Sasa 0/650: a) <araiRvaisowin,siaediecd cuniae OS QIK 50,000,000 
Issues of paper money 475,870,000 


1,225,870,000 


The oniy external loan was one for fifteen millions sterling, bear- 
five per cent. interest, and sold for about seventy-five per cent. at 
the commencement of the war. Russia has tried several times since 
to negotiate another external loan, but has so far failed. It is now 
reported that a new attempt at a loan is being made. The Russian 
officials, of course, deny it, but nobody will doubt that they will 
borrow of foreigners at the first opportunity and all they can get, 
and it is doubtful if they will stickle much about terms. 

The annual charge for interest and a sinking fund of one-half of 
one per cent. on the Russian funded debt, has increased from 
109,350,000 roubles in 1876 to 156,580,000 at the present time. If the 
Russians care as little about sinking-fund pledges as Americans do, 
that part of the yearly cost of the debt will not trouble them over- 
much. 

The London Economist thinks that the debt is an “enormous bur- 
den for an undeveloped country such as Russia is.” The London 
Times takes a more hopeful view, and does not conceal its belief 
that the English had better take hold of Russian stocks. What 
the Economist describes as “an undeveloped country,” appears in the 
more roseate language of the 7Zzmes, as “virgin resources.” 

PORTUGUESE FINANCE, 

During the past year, the total revenues of Portugal, “ zzcluding 
some small recetpts from loans,” amounted to 26,329,842 milreis, equal 
to £5,850,000. The interest on the public debt amounted to 
13,621,161 milreis, or rather more than half of all the receipts, and 
perhaps a good deal more than half the actual revenue, exclusive of 
loans. The admitted deficit on the year is three million dollars. A 
deficit is as chronic a feature of the Portuguese Budget, as it is of 
the Austrian Budget. 


THE ITALIAN NATIONAL DEBT. 


According to the Paris correspondent of the London L£coxomest of 
March 8, the National debt of Italy, which was, on the Ist of Janu- 
ary, 1878, equal to 389 million pounds sterling, was held—328 mil- 
lions by Italians, and sixty one millions by foreigners. In what way 
this proportionate holding is ascertained is not exactly explained. It 
seems to be assumed in Italy, as it is in the United States, that the 
registered stock is to be put down to the score of home ownership, 
and in recent years there has been a large relative increase in that 
description of stock. In 1872 the coupon stock exceeded the regis- 
tered by seventy-three millions, but in 1878, the two classes of stocks 
had become nearly equal, the registered being 184 millions, and the 
coupon, 190 millions. In 1877, of the interest on the coupon stock, 
63.54 per cent. was paid to Italians, and 36.46 to foreigners. Of the 
stock registered in 1878, 125 millions were owned by Italian corpora- 
tions. 
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ATION VAL, BANKS AND REAL ESTATE SECURITY. 


SUPREME COURT OF THE UNITED STATES—OCTQBER TERM, 1878. 


The Union National Bank of Saint Louis, Thomas K. Skinker, George D. 
Davis, Assignee of Sterling Price, and William M. Ladd, Plaintiffs 
in Error, vs. Elizabeth A. Matthews. 


In error to the Supreme Court of the State of Missouri. 


Mr. Justice SWAYNE delivered the opinion of the Court. 

This case involves a question arising under the National banking law, which 
has not heretofore been passed upon by this court. We have considered it 
with the care due to its importance. There is no controversy about the facts, 
and so far as it is necessary to advert to them, they may be briefly stated. 

On the first of March, 1871, Hugh B. Logan and the defendant in error, 
Elizabeth Beard, executed and delivered to Sterling Price & Co, their joint 
and several promissory note for the sum of $15,000, payable to the order of 
that firm two years from date, with interest at the rate of ten per cent. per 
annum. The payment of the note was secured by a deed of trust, executed 
by the defendant in error, of certain real estate therein described. 

On the thirteenth of the same month, the note and deed of trust were 
assigned to the bank. The answer of the bank avers that the bank ‘accepted 
the said note and deed of trust as security for the sum of $15,000, then and 
there advanced and loaned to said Sterling Price & Co. . . . on the security 
of said note and deed of trust.” Price & Co. failed to pay the loan at matu- 
rity. The bank directed the trustee in the deed of trust to sell. The defend- 
ant in error thereupon filed this bill in the proper State court to enjoin the 
sale. A perpetual injunction was decreed upon the ground that the loan by 
the bank to Price & Co. was made upon real-estate security; that it was for- 
bidden by law, and that the deed of trust was, therefore, void. The decree 
was made upon the pleadings. No testimony was introduced upon either side. 
The plaintiffs in error removed the case to the Supreme Court of the State. 
There the decree of the lower court was affirmed. Hence this writ of error. 

Our attention has been called to but a single point which requires consider- 
ation, and that is whether the deed of trust can be enforced for the benefit 
of the bank. 

The statutory —- which bear upon the subject are as follows : 

**SEC. 5,136. Every National banking association is authorized ‘‘to exercise 
by its board of directors or duly authorized officers or agents, subject to law, 
all such incidental powers as shall be necessary to carry on the business of 
banking by discounting and negotiating promissory notes, drafts, bills of exchange, 
and other evidences of debt, by receiving deposits, by buying and selling 
exchange, coin, and bullion, dy Zoaning money on personal security, and by obtain- 
ing, issuing, and circulating notes according to the provisions of this title.” 

“Sec. 5,137. A National banking association may purchase, hold, and con- 
vey real estate for the following purposes, and for no others: First, such as 
may be necessary for its immediate accommodation in the transaction of its 
business. Second, such as may be mortgaged to it in good faith by way of 
security for debts, previously contracted. Third, such as shall be conveyed to 
it in satisfaction of debts previously contracted in the course of its dealings. 
Fourth, such as it shall purchase at sales under judgments, decrees, or mort- 
gages held by the association, or shall purchase to secure debts to it. But no 
such association shall hold the possession of any real estate purchased to secure 
any debts due to it for a longer period than five years.” Rev. Stat. U. S., 
1,999; 13 U. S. Stat. at Large, gg. 

Here the bank never had any title, legal or equitable, to the real estate in 
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question. It may acquire a title by purchasing at a sale under the deed of 
trust, but that has not yet occurred, and never may. 

Section 5,137 has, therefore, no direct application to the case. It is only 
material as throwing light upon the point to be considered in the preceding 
section. Except for that purpose it may be laid out of view. 

Section 5,136 does not, in terms, prohibit a loan on real estate, but the 
implication to that effect is clear. What is so implied is as effectual as if it 
were expressed. As the transaction is disclosed in the record, the loan was 
made upon the note as well as the deed of trust. Mon constat—that the maker 
who executed the deed would not have been deemed abundantly sufficient 
without the further security. The deed, as a mortgage would have been, was 
an incident to the note and a right to the benefit of the deed, whether men- 
tioned or delivered or not, when the note was assigned, would have passed with 
the note to the transferee of the latter. 

The object of the restrictions was obviously threefold. It was to keep the 
capital of the banks flowing in the daily channels of commerce; to deter them 
from embarking in hazardous real estate speculations, and to prevent the accu- 
mulation of large masses of such property in their hands, to be held, as it 
were, in mortmain. The intent, not the letter, of the statute constitutes the 
law. A court of equity is always reluctant in the last degree to make a decree 
which will effect a forfeiture. The bank parted with its money in good faith. 
Its garments are unspotted. Under these circumstances the defence of witra 
vires, if it can be made, does not address itself favorably to the mind of the 
chancellor, We find nothing in the record touching the deed of trust which, 
in our judgment, brings it within the letter or the meaning of the prohibitions 
relied upon by the counsel for the defendant in error. 

In First National Bank vs. Hare and others, 36 Iowa, 443, the bank refused 
to discount a note for a firm, but agreed that one of the partners might exe- 
cute a note to the other, that the payee should endorse it, that the bank 
should discount it, and that the maker should indemnify the endorser by a 
bond and mortgage upon sufficient real estate executed for that purpose, with 
a stipulation that in default of due payment of the note, the bond and mort- 
gage should inure to the benefit of the bank. The arrangement was carried 
out. The note was not paid. The maker and indorser failed and became 
bankrupts. The bank filed a bill to foreclose.. The same defense was set up 
as here. In disposing of this point the Supreme Court of the State said: 
‘¢ Every loan or discount by a bank is made in good faith, in reliance, by way 
of security, upon the real or personal property of the obligors, and unless the 
title by mortgage or conveyance is taken to the bank directly, for its use, the 
case is not within the prohibition of the statute. The fact that the title or 
security may inure indirectly to the security and benefit of the bank will not 
vitiate the transaction. Some of the cases upon quite analogous statutes go 
much further than this.— Silver Lake Bank vs, North, 4 J. C. R. 370.” 

But it is alleged by the learned counsel for the defendant in error that in 
the jurisprudence of Missouri a deed of trust is the same thing in effect as a 
direct mortgage—with respect to a party entitled to the benefit of the security 
—-and authorities are cited in support of the proposition. The opinion of the 
Supreme Court of Missouri assumes that the loan was made upon real estate 
security within the meaning of the statute, and their judgment is founded upon 
that view. These things render it proper to consider the case in that aspect. 
But, conceding them to be as claimed, the consequence insisted upon by no 
means necessarily follows. The statute does not declare such a security void. 
It is silent upon the subject. If Congress so meant, it would have been easy 
to say so, and it is hardly to be believed that this would not have been done, 
instead of leaving the question to be settled by the uncertain result of litiga- 
tion and judicial decision, Where usurious interest is contracted for, a forfeiture 
is prescribed and explicitly defined. 

In Harris vs. Runnels, 12 How., 79, this court said that ‘‘the statute must 
be examined as a whole to find out whether or not the makers meant that a 
contract in contravention of it was to be void, so as not to be enforced in a 
court of justice.” In that case a note given for the purchase money of slaves, 
taken into Mississippi, contrary to a statute of the State, was held to be valid. 
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Where a statute imposes a penalty on an officer for solemnizing a marriage 
under certain circumstances, but does not declare the marriage void, the marri- 
age is valid; but the penalty attaches to the officer who did the prohibited 
act.—Milford vs. Worcester, 7 Mass. 48; Barton vs. Hervey, 1 Gray 119; 
King vs. Birmingham, 8 Barn. & Cr. 29. 

Where a bank is limited by its charter to a specified rate of interest, but 
no penal consequence is denounced for taking more, it has been held that a 
contract for more is not wholly void.--Bank of the State of Mississippi vs. Sharp, 
4 Smedes & Mar. 75; Grand Gulf Bank vs. Archer, 8 Id. 151; Rock River 
Bank vs. Sherwood, 10 Wisconsin 230. 

The charter of a Savings institution required that its funds should be 
“invested in, or loaned on, pudlic stocks or private mortgages,” &c. A loan was 
made and a note taken secured by a pledge of worthless bank stock. The 
borrower sought to enjoin the collection of the note upon the ground that the 
transaction was forbidden by the charter, and therefore void. The Court held 
the borrower bound, and upon a counter claim adjudged that he should pay the 
amount of the loan with interest.—J/o/¢ vs. U. S. Trust Co., 19 Barb. 568. 

Where a corporation is incompetent by its charter to take a title to real 
estate, a conveyance to it is not void, but only voidable, and the sovereign 
alone can object. It is valid until assailed in a direct proceeding instituted 
for that purpose.—Leazure vs. Hillegas, 7 Serg. & R. 320; Gounde vs. The 
North Water Co., 7 Barr 233; Runyon vs. Coster, 14 Pet. 122; The Banks vs. 
Poitiaux, 3 Randolph 136; A/cLindo vs The City of St. Louis, 10 Mo. 577. 

The authority first cited is elaborate and exhaustive upon the subject. So 
an alien, forbidden by the local law to acquire real estate, may take and 
hold title until office found.—Fairfax’s Devisee vs. Hunter's Lessee, 7 Cranch. 
604. 

In Zhe Silver Lake Bank vs. North, 4 John. C. R. 370, the bank was 
a Pennsylvania corporation, and had taken a mortgage upon real estate in 
New York. A bill of foreclosure was filed in the latter State. The answer 
set up as a defense ‘‘that by the act of incorporation, the plaintiffs were 
not authorized to take a mortgage except to secure a debt previously con- 
tracted in the course of its dealings; and here the money was lent, after 
the bond and mortgage were executed.” The analogy of this defense to the 
one we are just considering is too obvious to need remark. Both present 
exactly the same question. Chancellor Kent said: ‘Perhaps it would be 
sufficient for this case, that the plaintiffs are a duly incorporated body, with 
authority to contract and take mortgages and judgments ; and if they should 
pass the exact line of their power, it would rather belong to the govern- 
ment of Pennsylvania to exact a forfeiture of their charter than for this 
Court in this collateral way to decide a question of misuser, by setting 
aside a just and dona fide contract.” * * * ‘If the loan and mortgage 
were concurrent acts, and intended so to be, it was not a case within the 
reason and sfirit of the restraining clause of the statute, which only meant 
to prohibit the banking company from vesting their capital in real property, 
and engaging in land speculations. A mortgage taken to secure a loan 
advanced dona fide as a loan, in the course and according to the usage of 
banking operations, is not surely within the prohibition.” 

It is not denied that the loan here in question was within this category. This 
authority, if recognized as sound, is conclusive. See, also, Baird vs. The Bank 
of Washington, 11 Serg. & R. 411. 

Sedgwick (Stat. and Const, Constr., 73) says: ‘* Where it is a simple ques- 
tion of authority to contract, arising either on a question of regularity of organ- 
ization or of power conferred by the charter, a party who has had the benefit 
of the agreement cannot be permitted in an action founded upon it, to question 
its validity. It would be in the highest degree inequitable and unjust to permit 
a defendant to repudiate a contract, the benefit of which he retains.” 

What is said in the text is fully sustained by the authorities cited. 

We cannot believe it was meant that stockholders, and, perhaps, depositors 
and other creditors, should be punished and the borrower rewarded, by giving 
success to this defense whenever the offensive fact shall occur. The impending 
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danger of a judgment of ouster and dissolution was, we think, the check, and 
none other, contemplated by Congress 

That has been always the punishment prescribed for the wanton violation of 
a charter, and it may be made to follow whenever the proper public authority 
shall see fit to invoke its application. A private person cannot directly or indi- 
rectly, usurp this function of the government. 

The decree of the Supreme Court of Missouri is reversed and the cause will 
be remanded, with directions to dismiss the bill. 

Mr Justice MILLER dissenting. 

I am of opinion that the National Banking Act makes void every mort- 
gage or other conveyance of land as a security for money loaned at the 
time of the transaction by the bank, to whomsoever the conveyance may be 
made; that the bank is forbid to accept such security, and it is void in its 
hands, 

The contract to repay the money, and the collateral conveyance for secur- 
ity, are separable contracts, and so far independent that one may stand and 
the other fall. 

In the present case the money was loaned on the faith of the deed of 
trust, and that instrument is void in the hands of the bank, but the note, 
as evidence of the loan of money, is valid against Mrs. Matthews person- 
ally. With this latter contract the State Court did not interfere. It enjoined 
proceedings under the deed of trust against the land, and did no more. 

Its judgment in that matter ought, in my opinion, to be affirmed. 


FINANCIAL LAW. 


[| COMPILED FROM THE ALBANY LAW JOURNAL. | 


NEGOTIABLE INSTRUMENT. 

In Petition vs. Lorden, to appear in 86 Illinois Reports, it is held that under 
the statute of that State (which provides that any instrument of writing 
whereby one person acknowledges any sum of money to be due to any other 
person, the same shall be taken to be due and payable; that any such instru- 
ment made payable to any person named as payee shall be assignable by 
indorsement thereon, in the same manner as bills of exchange; and that such 
an assignee may bring an action thereon in his own name ) an instrument in 
writing as follows: ‘‘ Forty-five days after date, pay to the order of A eighty 
dollars, value received, and charge the same to the account of B, To ——” 
is a negotiable promissory note, upon which the assignee of A is entitled to 
recover in a suit against B 


DELAY IN PRESENTING CHECK, 


The Supreme Court of Wisconsin, in Aenyon vs. Stanton, decided on the 
27th August, holds that delay to present a bank check until the failure of the 
bank, ten days after its receipt, would be negligence which would discharge the 
drawers if they had funds in the bank, until that time, to meet the check. 
But where the drawers drew out their entire account in the bank before its 
failure, they are liable to protect the check; and this though the bank would 
probably have paid it at any time before the day of failure, and although its 
assignee (under the Federal Bankruptcy Act) recovered from the drawers the 
money drawn out by them on that day. 

CHECKS, 

In Lanback vs. Liebert, decided by the Supreme Court of Pennsylvania, on 
the 6th'of May last, it is held that as between the depositor and his banker, 
a check drawn by the depositor operates as an appropriation of the fund from 
the date of its presentment, and the banker cannot refuse to receive it in pay- 
ment of an independent debt due by the depositor to him. 
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DESTROYED PROMISSORY NOTE. 


At its recent June term the Supreme Court of Michigan, in the case of 
Marvin vs. Newman, held that in a suit on a promissory note, where the 
maker testifies he paid and then destroyed it, while the payee insists that it 
was snatched from him and destroyed without payment, the chief question is 
whose testimony is most worthy of belief; but if any burden of proof can be 
said to rest on either party, it is upon the debtor, who, admitting that the 
demand was in force when the creditor entered his place of business, claims 
that a few minutes afterward he discharged it. 


COLLATERAL NOTES. 


The Supreme Court of Tennessee, in Richardson vs. Rice, decided in April, 
1878, held that negotiable paper transferred as collateral security before 
maturity is subject to all equities existing at the time of transfer; and the 
maker is protected if, before such transfer, he has paid the note to the right- 
ful holder. The case of Gosling vs. Griffin, decided by the same court in 
1875, but unreported, is distinguished. The latter case overruled Vatterlien vs. 
Howell, 5 Sneed, 441. 

SURETY. 

In Bullock vs. Taylor, decided by the Supreme Court of Michigan at its 
June (1878) term, in an action against a surety whose principal had agreed to 
execute and deliver for the purchase-price of goods sold him, promissory notes 
payable at a certain price, it was held that a provision inserted without the 
surety’s consent, in the notes, for payment of exchange or express charges, did 
not add to or vary the surety’s liability, as it was the promisor’s duty, inde- 
pendently of agreement, to be at any expense necessary in the transmission of 
the money to the place of payment. In this case in each of several promissory 
notes varying from $41.50 to $194.12, there was inserted a provision for an 
attorney’s fee of $15 should any proceedings be instituted for collection. The 
court held that this was absolutely void as against the policy of the laws lim- 
iting attorney’s fees and the rate of interest. A surety’s liability continues, 
where the provision which would add to it without consent is void as contrary 
to law. 

ORDER OF INDORSEMENTS. 


At the April (1878) term of the United States Circuit Court for the Dis- 
trict of Indiana, in the case of Howe Machine Co. vs. Hadden, it was held that 
where one indorses a note to another specially, and such other re-indorses it to 
the first indorser, who then indorses it to a third party, such third party can- 
not recover from the second indorser on his indorsement. 

CONTRACT. 

In Coffman vs. Campbell, recently decided by the Supreme Court of Illinois, 
it is held that a telegram agreeing to accept a person’s draft for a certain 
sum, ‘‘for stock,” is not a conditional contract, but an absolute undertaking to 
accept and pay the same; and a party discounting the draft, on the faith of 
such telegram, is entitled to recover the amount of the party so agreeing to 
accept. It is the duty of a party agreeing to accept a draft to be drawn on 
him to express clearly the condition of his acceptance, if he desires to make it 
conditional, and the burden is upon him to show it, and not upon the holder 
of the bill. The court in this case decides that in a telegram to a party, in 
relation to a draft, that the person sending the dispatch ‘‘will pay A B’s draft, 
twenty-three hundred dollars, for stock,” the words ‘‘ for stock,” subserves no 
purpose as between the payee and the acceptor. At most, those words are but 
an indication of the nature of the consideration as between the drawer and the 
acceptor. As to usage in such matters, it is said that an usage of trade must 
be generally known and established, and so well settled and so uniformly acted 
upon as to raise a fair presumption that it was known to both contracting 
parties, and that they contracted in reference to it and in conformity to it. 
Proof of a particular usage among commission merchants, in Chicago, in respect 
to the acceptance of drafts, not extending to bankers, nor to a foreign State 
where a draft is negotiated, fails to establish any binding usage. 
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TAXATION OF BANKS. 


The Supreme Court of Illinois, on the 24th of June last, in the case of 
Danville Banking Co. vs. Parks, held, in reference to the taxation of banks, 
that the tangible property of a corporation and the shares of stock are separate 
and distinct kinds of property- under different ownerships, the first-named being 
the property of the corporation, and the last-named the property of the indi- 
vidual stockholders, both of which, under the revenue laws are subject to tax- 
ation, and such taxation is neither double nor unconstitutional. While at com- 
mon law, and as a rule, personal property has no si/zs of its own, but follows 
the person of the owners, the rule is one of convenience only, and there is no 
constitutional prohibition on the Legislature to change the rule, and therefore 
the act of 1867, providing for the taxing the shares of National banks at the 
place where such banks are located is constitutional and valid, and under the 
present revenue laws the doctrine applies as well to private banks as to 
National banks. 

NOTICE OF PROTEST. 

In Dicken vs. Hall, decided by the Supreme Court of Pennsylvania on the 
29th October, the Elk County Bank at Ridgeway, Penn., the next subsequent 
indorser of J. G. Hall, by its cashier, mailed notice of protest to Hall at 
Louisville, Ky. The cashier did not go to Hail’s residence or place of busi- 
ness at Ridgeway to give notice, or make inquiry, but knowing of his absence 
and where he was, and Hall having no one in Ridgeway expressly authorized 
to attend to his private business, he mailed the notice to him at Louisville, 
on February 20th. Hall received the notice on February 22d, and the same 
day mailed the notice to the defendant, who was the next prior indorser at 
Pittsburgh, Pa. The court held that although the residence or place of busi- 
ness are the usual or proper places for giving notice or protest, it will be good 
as against him and as against his prior indorser, if actually given anywhere 
within a reasonable time, at all events where the prior indorser fails to prove 
that the interim between the constructive notice required at the residence or 
place of business and the actual notice within reasonable time was a delay to 
his injury or prejudice. 


NATIONAL BANKS AND MORTGAGES, 


The same court, in Fridley vs. Bowen, holds that the banking law of the 
United States prohibits National banks from loaning money on real estate 
security. They are limited to loans on personal security. Therefore, a mort- 
gage given to an officer of such-a bank, at the time of a loan by the bank, 
to secure its payment, being, in effect, the same as if made to the bank, is 
void, and will not be enforced by the courts. A bank can only exercise its 
franchises and powers in the manner prescribed by the law under which it is 
organized. The rule is the same with all bodies having only a statutory exist- 
ence. Where one mode of exercising an express power, by a banking corpor- 
ation, is prescribed in the law creating such corporation, by implication this 
will seem to forbid the exercise of such power in any: other way. 


RESPONSIBILITY FOR OFFICIAL DEPOSIT. 


In Shaw vs. Bauman, 34 Ohio St. 25, a justice of the peace received money 
in his official capacity in satisfaction of a judgment on his docket, and depos- 
ited the same in bank to his private account. The bank failed before the 
sum deposited was drawn therefrom. The court held that the justice was 
liable to the judgment creditor for the amount so received and deposited. 
The general principle governing these cases is stated in Robinson vs. Ward, 2 
C. & P. 59. In that case it was held that where an attorney, having in his 
hands the money of his client, places the same to his private credit at his 
bankers, he will be liable to the client for the amount, if the bank fail, 
although he does so dona fide and has a large sum of money of his own at 
the bankers. The court says, ‘“‘If the person having the money mixes it with 
his own, he thereby makes himself personally debtor to the estate. Here the 
defendant has mixed this money with his own, by paying it to the credit of 
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his private account at his bankers, and he is, therefore, liable in this action.” 
In Phillips vs. Lamar, 27 Ga. 227, a sheriff collected money under an execu- 
tion, and of his own accord deposited the same in bank, which failed, and he 
was held liable to the plaintiff in execution. See also A/acdonnell vs. Harding, 
8 Eng. ch. 177; matter of Stafford, 11 Paige, 520. Where money is to be 
transmitted to a distant place, the trustee may take bills of credit, but the 
bills must be taken by him as trustee. If he neglect this precaution, he will 
be liable for any loss. Wren vs. Kiéston, 11 Ves. 380; A/assey vs. Banner, 1 
J. & W. 247. And it has been held that when a trustee deposits money in 
a bank so that it cannot be withdrawn without the concurrence of other per- 
sons he will be liable if the bank fails, Salway vs. Salway, 2 R. & M. 215, 
so he will be if he keeps money in a bank an unreasonable time, or where 
it is his duty to invest the fund in safe securities, ( A/oyle vs. AMoyle, 2 R. & 
M. 710) or to pay it over to a newly appointed trustee, (Zavhorn vs. Blundell, 
4 Jur. [N. S.] 3) or into court, ( Wilkinson vs. Bewick, 4 Jur. [N.S.] 1010) 
or lends to a bank at interest on personal security not sanctioned by the 
court; Darbe vs. Martin, 1 Bear, 525. See, also, School Dist. Greenfield vs. 
First Nat. Bank, 102 Mass. 174. 


PAYMENT INTO BANK THEREAFTER FAILING BY DIRECTION OF 
HOLDER OF NOTE, 

September 9, defendant executed and delivered his promissory note payable 
ten days after date at a certain bank. Defendant paid the amount to the 
bank September 11th. The bank received the note for collection on the 17th, 
suspended on the 18th and on the 20th made an assignment. On the 15th 
inst. plaintiff sent notification to the defendant that the note had been sent 
to the bank for collection, and payment might be made at any time before 
the note fell due, if desired. 

Held, that the payment made on the 11th was effectual and a good payment 
before the failure of the bank. Wisconsin Sup. Ct., Nov., 1878, Osborn vs. 
Baird, (N. W. Rep.) 


COLLATERAL.—DUTY OF HOLDER OF STOCK IN NON-PAYMENT 
OF DEBTS, 

A creditor, holding stock assigned to him as collateral security for the pay- 
ment of a promissory note, is not bound, upon the non-payment of the note 
at maturity, to sell the stock at its market value, without notice from the 
debtor to do so, That the stock subsequently became worthless is no defense 
to an action on the note, /er Curiam. Had the plaintiff sold the stock (at 
a loss) without notice to or from the defendant, it might have raised a seri- 
ous question as to the plaintiff’s liability for the sacrifice. Pennsylvania Sup. 
Ct., Nov., 1878, O'Neill vs. Whigham, (W. Not. Cas.) 


SURETYSHIP.—SURETY NOT DISCHARGED BY INVALID AGREEMENT 
FOR DELAY. 

An agreement for further delay made between the creditor and the princi- 
pal debtor after the maturity of the note, in consideration of an additional sum 
to be paid by the debtor over and above the lawful debt and interest, is not 
binding upon either party, although the additional sum stipulated be actually 
paid within the time of delay agreed upon; and a surety will not be dis- 
charged by such agreement, although made without his knowledge or assent. 
The amount paid will be regarded as a payment upon the lawful debt. Ten- 
nessee Sup. Ct., Sept. 28, 1878, //owell vs Sevier, (Tenn. L. Rep.) 

SET-OFF AGAINST CLAIM OF INSOLVENT BANK. 

Where a bank has suspended payment, and is in the hands of a receiver, 
a stockholder cannot use the check of depositor in payment of his unpaid sub- 
scription to the stock of the corporation. The entire capital stock of a cor- 
poration is a trust fund for the payment of its debts. /Vood vs. Dumomer, 3 
Mass. C. C. 308; A/an vs. Pentz, 3 N. Y. 422; Bank of Va. vs. Adams & 
Parsons, Eq. 534. The unpaid subscriptions to the stock are part of the assets 
and available in equity to the creditor. The creditors have the first claim 
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upon the capital and assets, and the stockholders have no rights until all the 
other creditors are paid. A demand, to be a subject of set-off, must be one 
that the party has a present right to enforce. One who is a debtor to a 
bank, the funds of which are placéd in the hands of commissioners for liqui- 
dation, may properly claim a set-off for anything due to him from the bank 
at the date of the assignment.- Waterman on Set-off, 24. Debtors of an insol- 
vent bank in the hands of a receiver may set off demands which were due to 
them from the bank whilst it was doing business against the debts due from 
them to the bank. Berry vs. Bret, 6 Bosw. (N.Y.) 627. A deposit in a 
bank may be a set-off against a note of the depositor held by the bank at the 
time of its assignment. Baxk vs. Sherlock, Leg. Int., June 22d, 1877, per 
Agnew, C. J. And it makes no difference that the indebtedness of the bank 
to the customer had not matured at the time of the insolvency. J/orse on 
Banking, 41; Bruyn vs. Receiver, 9 Cowen 413, in note. Where a person 
owes an insolvent bank on a note discounted for himself, he may set-off the 
proceeds of the discount passed to his credit on the books of the bank, but 
not a check drawn in his favor by another depositor. Waterman on Sct-off, 190; 
3 Bosw, 341. The bank, at the time it closed its doors, was in no way 
indebted to Breckens or his estate; and it seems clear from the authorities 
cited that a check drawn by a creditor of the bank cannot be used in pay- 
ment of any part of the indebtedness of Breckens to the bank on account 
of his stock. Com. Pleas. Penn. Ad/ison vs. Mountain City Banking Co., opin- 
ion by Pershing, P. J. 
COLLATERAL SECURITY—RIGHT OF HOLDER. 


In an action by the holder against the maker of a promissory note, evidence 
that the note was given by the payee to the plaintiff as collateral security for 
the payment of a loan, which loan was subsequently repaid, is not sufficient to 
defeat the plaintiff’s right of recovery against the maker, unless the defendant 
has a valid defense to an action by the payee. The plaintiff having obtained the 
notes in good faith, he might maintain an action on them in his own name, 
although the right of property therein had again passed to the payee. Whether 
the plaintiff sued for himself or as trustee for the payee, constituted no defense 
for the maker, unless he was thereby deprived of some equitable defense which 
he may have had as against the payee. 2 Pars. on Notes and Bills, 437; 
Whiteford vs. Burckmyer, 1 Gill, 127; Alauran vs. Lamb, 7 Cowen, 174; 
Dean vs. Hewit, 7 Wend, 257; Brown vs. Clark, 2 Harris, 469; Pearce vs. 
Austin, 4 Whart. 489; Holmes vs. Paul, 6 Am. Law Reg. 482; Ballentine vs. 
McGeagh, 4 Brewst. 95; Way vs. Richardson, 3 Gray, 412. (Penn. Sup. Ct, 
Jan., 1879.) Logan vs. Cassel. Opinion by Mercur, J. 

INDORSEMENT AFTER MATURITY. 

One who indorses a past due note at the request of the maker, pursuant to 
a contract with the payee for further indulgence, is liable as guarantor. /rish 
vs. Cutter, 31 Me. 536; Zenney vs. Prince, 4 Pick. 385; Beckwith vs. Angell, 
6 Conn. 315; Camden vs. McKoy, 3 Scam. 437;: Oakley vs. Boorman, 21 Wend. 
588; Greenough vs. Smead, 3 Ohio St. 415; Sto. on Prom. Notes, §§ 133, 4773 
1 Dan. Neg. Instr. 715; Rey vs. Simpson, 22 How. ( U.S.) 341. (Tenn. Sup. 
Ct., Dec., 1878.) Rivers vs. Thomas. Opinion by Cooper, J. 

ACCEPTANCE WITH VERBAL CONDITIONS, 

The Supreme Court of Wisconsin in the case of Foster vs. Clifford, decided 
on the 13th October, held that in an action by the indorser of a bill of 
exchange ( who has been compelled to pay the same), the drawer and acceptor 
cannot defend on the ground that the bill was given and accepted on an 
unfulfilled parol condition, as that the payee would surrender a note held by 
him against a third person, 
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INQUIRIES OF CORRESPONDENTS. 


INQUIRIES OF CORRESPONDENTS. 
ADDRESSED TO THE EDITOR OF THE BANKER’S MAGAZINE. 


I, THE COLLECTION OF COUPONS FROM COLLATERALS. 


A party borrows a sum of money from a banker upon his note, giving as 
collateral security bonds of a certain corporation. Before the maturity of the 
note, 2 coupon attached to the collateral bonds becomes due. (There is’ no 
particular market value for the bonds.) 

Has not the lender—for the purpose of ascertaining the value of his security 
—the right to detach the matured coupon and present same for payment at 
the proper office of the corporation, the money, if collected, to be applied 
toward the payment of the note, or to be attached to the bond from which 
the coupon was cut, to be delivered to the borrower upon the fulfillment of 
his contract ? 

In case that the lender has no such right, would it make any difference if 
the corporation, whose bonds are the collateral, is becoming embarrassed, and 
this fact is well known to the lender? 

REPLY.—We have found no case in which this question is directly decided, 
but, upon the general principles governing the law of pledges, we think the 
lender has the right to detach and collect these coupons. Moreover, it has 
frequently been decided that one who holds promissory notes, as collateral 
security for a loan, has a right to collect them as they mature, and, indeed, 
that it is his duty to do so; for in some cases he has been held liable for 
losses arising from negligence in making such collections. 

We can see no essential difference in this respect between a coupon and a 
promissory note. Further, a coupon, while it is a negotiable instrument, is also 
nothing more than a convenient voucher for the interest accruing upon the 
bond. It has never been doubted that a pledgee of a note bearing interest, 
payable at fixed periods before the maturity of the principal, may collect such 
installments of interest as accrue while the note is held in pledge. 

We answer the inquiry upon the supposition that the contract of pledge is 
silent upon the matter; and we think the embarrassment of the corporation 
to the pledgee’s knowledge, so far as it has any bearing, simply increases his 
duty to present the coupons promptly at their maturity. 


II. IRREGULAR CHECKS FALLING DUE ON SUNDAY. 


When is a double-dated check, falling due March gth, payable—on Saturday, 
8th, or Monday, 1oth inst. ? 

REpLy.—The principle is settled that ‘if a biil or note without grace, or 
any non-commercial instrument for the payment of money, falls due on a Sun- 
day, or a legal holiday, it is not payable until the next regular business day, 
for the payer is not compellable by law to pay on the exact day named, and 
the next day is the first that the creditor can demand payment.” In this State 
(whence the inquiry comes,) it is provided by special enactment, that all 
checks payable on any specified day or in any number of days after the date or 
sight thereof, are due and payable on the day mentioned, without grace. The 
check described is, therefore, payable on Monday, roth. 
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III. RE-PROTEST OF DISHONORED DRAFTS AT MATURITY. 


The question has arisen whether a draft payable at sight, in States where 
such a draft is allowed grace, requires protest both for non-acceptance and 
three days later for non-payment, where both acceptance and payment are 
refused when first presented. 

It has been said that the grace is intended by the law as a forbearance on 
part of the owner of claim, of three days, in acknowledgment of the drawee’s 
expressed willingness to honor the draft; and that when, for any reason, on 
first presentation payment or acceptance is refused, the grace is not expected 
by drawee; hence one protest (but to be stated in manifest) for non- 
acceptance and non-payment is a sufficient legal proceeding on part of notary 
to bind all parties interested. 

REPLY.—Where grace is allowed on sight drafts the drawee, if he wishes the 
benefit of the three additional days, must accept the draft upon presentment. 
If he fail to accept the draft, it is at once dishonored and the liability of the 
drawer and indorsers is fixed, upon proper protest and notice being given them. 
No, further demand or protest is necessary, because the draft is already dis- 
honored and the drawer and indorsers liable. The better opinion as to days 
of grace is, that they are now given as matter of strict legal right, and any 
idea of favor has been abandoned. See Parsons’ Notes and Bills, Vol. t., pp. 


359 394- 


IV. How FAR IS A CHECK A TRANSFER OF FUNDS, ETC.? 


I enclose herewith, a letter received from the Cashier of a Chicago bank, 
upon a case just decided in that city, which seems to me against the generally 
understood ruling that a check is ot a transfer of funds until accepted by the 
bank. I take the liberty of asking your opinion upon this question. The writer 
speaks of the point made by an attorney as to ¢he time of day when a note or 


check is due. May I ask upon this also? I have been able to find no ruling 
upon the matter. I have always understood it was due at any time during the 
last day, in reasonable business hours. 


RepLy.—Whether a check is a transfer of funds, binding upon the bank, 
until accepted by it, is a question frequently mooted, and upon which there is 
some conflict of authority. We think the better opinion to be, that it is not; 
and we answer all inquiries upon that theory. Our correspondent will find some 
of the authorities collected in our number for March, 1878, while the contrary 
view, and the authorities in support of it, will be found in Daniel on Negotiable 
Instruments, The Illinois decision quoted has no binding force outside the 
Courts of the State of Illinois, and would not be followed by the Courts of the 
United States sitting in Illinois, which are governed by the decisions of the 
Supreme Court at Washington. It has no value anywhere. 

As to the time of day when a note is due, the rule is this. The note is due 
at the first moment of the business day, z ¢., during reasonable business hours, 
and may be demanded at any time during those hours; but the maker has the 
whole of the day to make payment, and the note is not dishonored until the 
end of business hours, unless there has been a refusal to pay, or some other 
act equivalent to a refusal. In this case, the bank seems to have been 
the agent of the maker to pay the note, as well as the holder of it. It could 
therefore, demand of itself, and pay itself, by charging the amount of the note 
to the maker in his account, at the beginning of the day upon which the note 
fell due. The checks which came in at a later hour, not being then good, were 
refused, and the suit was based upon the claim that these checks being drawn 
the day previous, were entitled to priority of payment. 
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V. PROTEST BY A PERSON NOT A NOTARY. 

When a note or draft is payable at a point where there is not a notary pub- 
lic, and, consequently, cannot be protested for non-payment, are the indorsers 
released ? 

REPLY.—It does not follow that protest is to be omitted in the absence of 
a notary. The courts have held that when no notary can be conveniently 
found, the protest may be made by any respectable private person of the place 
where the bill is dishonored. It has been said that such protest should be 
done in the presence of two witnesses. Unless there be demand, protest and 
notice, at the proper time, the indorsers would, of course, be released. 


VI. ConriictT oF Usury Laws. 


Which would govern in the matter of interest or usury: the law of the 
place of contract or the law of the place of payment? For instance, a note 
is given in Iowa at ten per cent. per annum interest, which is the legal rate 
there by contract, and payable in New York, where the legal rate is seven 
per cent. Would such a transaction be legal or usurious? 

REPLY.—Such a note is not usurious. The rule of law is: ‘‘If the trans- 
action is in itself not immoral, the rate of interest authorized either by the 
country where the contract is made or to be performed is allowed to prevail. 
Thus it has been held that a promissory note, made in Louisiana, bearing ten 
per cent. interest, which was legal in that State, would not be usurious, but 
valid, although payable in New York, where all contracts to pay more than 
seven per cent. interest are usurious.” (Daniel on Negotiable Instruments, 


§ 922. ) 


VII. THE GUARANTEE OF IRREGULAR INDORSEMENTS. 


It is the general custom of banks to require special guarantees to irregular 
indorsements, such as, John H. Brown, per Hays; or, Pay to the order of C. 
F. Perkins, John H. Brown, H. 

Please inform the writer why such special guaranties are required. 

Some banks insist that the indorsements guarantee all before, and that the 
words ‘tindorsement guaranteed” are not necessary. Should banks be justified 
under the law in refusing payment unless the irregularities were specially 
guaranteed ? 

REPLY.—There is no rule of law better established than the one, that every 
indorsement is a guarantee of the genuineness and validity of the indorsements 
which precede it. The special guarantee is, therefore, unnecessary and cannot 
be insisted upon. It is the duty however, of a bank, if a check drawn to 
order is presented for payment, to see that the indorsements are genuine and 
authorized, so that the party presenting has a good title to demand payment ; 
and it consequently has the right to take time to inquire and satisfy itself as 
to the same. Now, a check irregularly indorsed (but indorsed in blank and 
so payable to bearer) is deposited in ‘bank A for collection through the 
Clearing House or otherwise. Upon presentation to the drawee, bank B, it may 
say, ‘‘ We cannot pay this at once unless you will guarantee the validity of these 
indorsements, but if you will do so we will pay without inquiry, and rely upon 
your guarantee.” It has, accordingly, been found convenient, and to facilitate 
business, for the collecting bank to give the special guarantee in this form. 
But bank B has no right to call upon bank A to indorse the check generally, 
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or to give the special guarantee. It is sufficiently protected if it has time to 
inquire about the indorsements, before it can be held liable to its customer for 
refusing to honor the check. 


VIII. IRREGULAR OR QUALIFIED ACCEPTANCE OF DRAFTS. 


I receive, for collection, a draft, as follows: 

‘*NEW YorK, Jan. roth, 1879. 

‘*Sixty days after date pay to the order of John Jones, five thousand dol- 
lars, and charge to account of, GEORGE SMITH. 

‘*To James Brown, Ridgway.” 

_ On day of receipt, I present draft at Brown’s residence and am told he 
is not at home, but is expected in the course of four or five days. Should 
I protest this draft at once for non-acceptance, or await Brown’s expected 
return home. Second, when Brown returns home to Ridgway, he is willing to 
accept the draft upon presentation, but wishes to make it payable in New York 
City. Has the acceptor a legal right to make a draft payable wherever he 
chooses ? 

REPLY.—Ist. Protest for non-acceptance before Brown’s return would be 
improper. The bill has not been dishonored. ‘* Absence from home or place 
of business without leaving any one to accept a bill, is not a refusal to accept, 
for the drawee may not be aware that the bill is drawn, and is not bound (in 
the absence of a promise to accept) to be prepared for its presentment.” 
Daniel on Negotiable Instruments, § 931. 

2d. No. You are entitled to demand of the drawee an acceptance according 
to the tenor and effect of the bill. This bill is, by its terms, payable at Ridg- 
way, and an acceptance payable at New York would be a qualified acceptance, 
to which, if you mean to acquiesce in it, you must obtain the assent of the 
other parties to the bill, or they will be discharged. See Byles on Bills, p. 
192, and Niagara Bank vs. Fairman Co., 31 Barbour 403. 

In such a case, you should either at once protest the bill as dishonored, or 
give the other parties to the bill immediate notice of the qualified acceptance, 
and obtain their consent to it. If they refuse, you may then elect whether you 
will protest the bill generally, or rely upon the qualified acceptance 


IX. Notes PAYABLE IN TWo-AND-A-HALF MONTHS. 


Please say when a note should be protested which is dated December 16, 
1878, and payable two and one-half months after date. 

REPLy.—Upon first consideration of this inquiry, we supposed that the note 
fell due on March 6th, and this date was also fixed as that of maturity by 
one of the most experienced notaries of this city. But upon further examina- 
tion, we think that the proper day for protest is March sth. ‘* Month,” when 
used in a note or bill, means calendar month; and half a month should mean, 
in this case, half ¢#e month actually occurring from the end of the second 
month. By the calendar, two months will have run on February 16th, and 
three months on March 16th. One-half the last month is fourteen days, and, 
adding grace, we have seventeen days. From February 16th, seventeen days 
brings us to March sth. The only other meaning of the word month, legally 
possible, is a lunar month of twenty-eight days, which gives precisely the sam 
result. 
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X. INTEREST UPON THREE DAyYs OF GRACE, 


Suppose we hold the note, payable three months after date, at this bank, of 
a depositor whose account is good for the amount. Have we a right to charge 
the note to his account before the expiration of the three days’ grace, without 
instructions from him to do so? If the note draws interest have we not the 
right to charge interest on the three days of grace? 

REPLY.—The custom of merchants gives the maker of the note three days of 
grace in addition to the three months, as a matter of strict legal right ; and the 
contract contained in the note, by implication from this custom, is really a con- 
tract to pay money in three months and three days. The note not being due 
until the last day of grace, of course payment of it cannot be demanded, nor 
can it be charged to the depositor in his account until that time. 

If the note is written ‘with interest,” this is a contract to pay interest until 
the note matures, which, of course, includes interest on the days of grace. See 
Daniel on Negotiable Instruments, § 614. 


XI. DupLicaATeE DRaAFTs. 


Knowing, from experience, that the question of duplicate checks is a trouble- 
some one, I wish to suggest that checks be issued bearing upon their face 
notice that they are ‘*good for — days only.” The limit of time might be 
double that ordinarily required for their transmission, say, five, ten, or twenty, 
days. Should the purchaser of such a check claim, after a reasonable time, 
that it had been lost, we could safely issue a duplicate, knowing that it 
could not reach the paying bank before the validity of the original would 
have been cancelled by limitation. If the original had not been paid, on 
arrival of the duplicate, the latter could then safely be paid. It seems to 
me that this system would be an effective safeguard. It may be objected 
that such checks would be less acceptable for remittance from place to 
place, but I think it would, for various reasons, be better that a draft go 
directly to the bank on which it is drawn. 

REPLY.—The result of using such a memorandum as that proposed, would 
probably be the same as though the draft were written ‘‘pay if presented 
within ten days,” and not otherwise. There is, perhaps, no legal objection 
to drawing in this manner; though we can imagine numerous questions which 
might arise under it. For instance, suppose the payee, or some holder for 
value, fail to present the draft within the time, through negligence, or for any 
other reason, would the drawer be discharged? The practical objection sug- 
gested by our correspondent himself, seems to us important. It is common 
knowledge that drafts drawn by banks throughout the country, upon other 
banks in the principal commercial centres, form the principal medium of 
sending and carrying money from one place to another; such drafts being, 
through the credit of the banks, available everywhere. 

Any such restriction as that proposed would seriously interfere with this use 
of bank drafts, and, upon the whole, we think in cases of extra precaution, the 
old practice of drawing drafts in sets of three would be the better. The circu- 
lation of bank checks, by means of which the actual balances, at points on 
which they are drawn, are kept so much the larger, forms, withal, an incidental 
branch of profit which is not to be despised. 
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BOOK NOTICES. 


The Statesman’s Year Book, Statistical and Historical Annual of the States of the 
Civilized World for the year 1879. By FREDERICK MARTIN. London: 
MacMillan & Co., 1879. 800 pages, I2mo. 


The sixteenth annual publication of this valuable manual evinces the careful 
research which characterizes Mr. Martin’s statistical compilations. Beginning 
with a chronicle of the year 1878, it presents tables of the area and population 
of the greater nations, the density of population of the principal countries, and 
other exhibits of similar character. The work then furnishes elaborate state- 
ments regarding the different nations of the civilized world, beginning with those 
of Europe. The distinctive features of each government are given, with a 
sketch of the reigning sovereigns and family, of those countries which are not 
republican. The details embrace the Constitution, Government, Church, and 
Education, Revenue and Expenditure, Army, Navy, Births, Deaths, and Mar- 
riages, Trade and Industry, Railways, Post Offices, and Telegraphs, Diplomatic 
Representatives, Money, Weights and Measures. A list of statistical and other 
books of reference concerning each country is a very useful addition to the 
data given. To the student of political economy and the observer of current 
history, this compendium is of constant value. It is to be regretted that Mr. 
Martin does not, in all cases, bring his statistics down to so late a day as is 
desirable. Many of the figures are no later than 1877, but this is doubtless 
due to the fact that they are official, and to obtain the returns of last year 
would require an unwelcome delay in the issue of the Year Book, 


How to Abolish the National Bank System. By GEORGE WILSON, Jr. 
St. Louis: W. J. Gilbert, 1879. 55 pages, 8vo. 

Mr. Wilson (who is well and favorably known as a bank officer of Lexington, 
Missouri), charges vigorously, lance in rest, upon the National Banking Sys- 
tem, alleging that it is unconstitutional and unnecessary. He takes the ground 
that Congress has no power to provide a currency at its discretion, and says: 


There is no Constitutional power to provide a National currency except to 
coin gold and silver into current money. Congress has no power to come 
within each State and manage the commercial transactions among the people. 
Its exercise is usurpation. It possesses no general power. to prevent a citizen 
using his credit for what it is worth, under the laws of the State he is in. 
The power of Congress to incorporate business institutions is not a distinct 
sovereign power or end of the Government, but only a means ji : 
Banking belongs, with all other private businesses, to the States. A National 
bank is a sort of alien forced upon a State, and allowed privileges forbidden to 
her own institutions. They cannot be home institutions in the sense that State 
banks are. The comparatively near State Government is better able to judge 
what banks ought to do business than the more remote Federal Government. 
It is more in accordance with the plan and spirit of our Government that the 
State, and not the Federal Government, decide who are proper and trustworthy 
custodians of the money and business of the people of the State. 
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Mr. Wilson argues in favor of State banks as the only proper source of the 
paper money of the country. At the same time he proposes no hostile legisla- 
tion against the National banks, but a complete re-habilitation of the State 
systems, with a circulation secured in manner similar to that of the present 
National bank currency. He would afford to the State banks thus issuing, 
exemption from payment of any tax to the United States on deposits, or on 
circulation, and also from the two cent stamp on checks. His plan is as follows : 


Sec. I.—Any bank doing business under the laws of any State in the Union shall 
upon purchasing ———————— thousand dollars, or more, of the registered four-per- 
cent. bonds of the United States, be entitled to use them to secure its circulating 
notes as hereinafter provided. 

Sec. II.—Such bank shall file with the Secretary of the Treasury of the United 
States, a duly attested copy of its charter, or a certificate under the seal of the State 
in which it is situated, that it is doing business under the laws of the said State ; 
and shall deposit with the Secretary of the Treasury thousand dollars 
of said four-per-cent. bonds, and shall receive from the Secretary notes for signature 
by the officers of said bank, for circulation, equal to ninety per cent. of the bonds 
so deposited. Said bonds shall remain as security for the payment of the notes, 
but no charge shall be made by the United States, or any officer thereof, for such 
care or custody. 

Sec. I1I.—Such notes shall be, at all times, redeemable in coin on demand, at 
the counter of the bank issuing them. 

Sec. IV.—AIl banks emitting circulating notes under this Act, shall be free from 
any tax to the United States on deposits, or on such circulation so issued, and 
shall not be required to use the two cent revenue stamp on checks or drafts, But 
nothing in this law shall be construed to release any other bank or banker than 
the State banks thus securing their circulation with deposits of United States 
bonds, from the taxes on capital or deposits, or from the use of revenue stamps 
on checks and drafts; nor to release the State banks from the tax of ten per 
cent. on all circulation not secured as provided in this Act. 

Sec. V.—The bills or notes of State banks thus secured, shall be receivable by 
all officers of the United States, the same as bills of National banks, so long as 
any National bank notes remain in circulation. 

Sec. VI.—The United States reserve the right in case of the failure or bank- 
tuptcy of any State bank securing its circulation under this Act, to either pay the 
notes of such bank in coin, or to issue to the holders of such notes presenting 
them in sums of $50.00 and multiples thereof, four-per-cent. bonds of the United 
States, at the option of the United States. The remainder, ten per cent. shall be 
returned to the Secretary or Treasurer of the State in which the bank is situated, 
or to the receiver or assignee of the bank. 


The evil of any taxation on deposits is denounced in terms with which all 
bankers will agree : 


There are sound reasons for taking off taxes on deposits. When they are 
not taxed, the banker may keep them in his vault at such times as it is unsafe 
to use them; but when they are taxed, he will hazard the use of them because 
he cannot make the money to pay the tax without using them. No one sup- 
poses he will use his entire deposits ; it is understood that a sufficient portion of 
them to make a safe reserve, will always lie idle in the vault. Where, then, is 
the justice of making him pay a tax on this part which is not his, and is never 
used by him? When a farmer sells produce and draws against it, his draft 
goes into the bank for his credit as money. It may go through a dozen banks ; 
it always goes through two or three, and is everywhere a deposit and every- 
where taxed. This is a double and triple taxation where only single taxation 
was intended. . . . The circulation should be free of tax because the bank 
notes should be assimilated more to certificates of deposit than to money. If 
the banks pay a tax on circulation, their efforts will be to make their notes 
money instead of merely safe and convenient receipts for money; and every 
effort to make them take the place of money, drives money away. It is not 
desirable to encourage bank bills to stay away from the bank issuing them. 
The aim of the law should be to make them as much like demand certificates 
of deposits as possible. Let them be frequently presented and frequently 
redeemed. The demands of trade, and the cupidity of the bankers, will invent 
enough ways of keeping them out, without assistance from legislation. This 
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plan supposes that the State banks are strong enough, and able to issue and 
secure a circulation even if we had no debt. It merely proposes to recognize 
the debt, to assist in refunding it at a low rate, and to utilize it as a security 
for the circulation instead of some other security. 

The two cent stamp is a tax on a man every time he ‘takes his money out of 
the bank ; it amounts to little. and is an ignominious nuisancee . . .~ All 
of these taxes finally come out of the debtor class. They are aimed at the 
banks but not paid by them. Every debtor pays more interest by reason of 
them. The saving to the Government and the people on the refunding of the 
whole debt, will compensate for these taxes. These taxes, besides injuring the 
country and ae ony | only the debtor class, are war taxes, and almost the only 

- war taxes left. The National banks cannot consistently ask to be released from 

them, for they are a war tax themselves. Under this law, freed from unjust 
and burdensome taxation, legitimate banking would revive, ‘and business of all 
kinds would revive with it. Nationals left to the present taxation would either 
have to close up or come under the new system. 


Ve do not see that Mr. Wilson makes out a case against the National banks 
so strong as might be expected from the vehemence of his onslaught against 
them. In order to get rid of certain existing features which he regards as cum- 
brous and superfluous machinery, he would substitute a system which is cer- 
tainly more simple, but as to the efficacy of which, opinions will differ. He 
proposes, apparently, to dispense with official examinations. ‘These visitations, 
although they may not be pleasant, and perhaps not, in every case, fully efficient, 
have proven to be a safeguard to the interests of depositors too valuable to be 
hastily abrogated. 

More than half of Mr. Wilson’s pamphlet is devoted to the subject of ‘* The 
Government as a Bank.” The arguments adduced to show that banking is no 
part of the true functions of a Government, are generally sound and tersely 


put. The author is confident that this truth will be recognized, and that ‘‘ the 
Federal Government must at last get out of the banking business, and the banks 
must be allowed their rights.” 


The Present and Future of Silver. By GkorGe N. JACKSON, Chicago: The 
Western News Co., 1879. 80 pages, 8vo. 


This pamphlet reviews the much discussed subject of ‘‘the battle of the 
standards,” as seen from the silver side of the controversy. The author presents 
it in a clear and popular style, as free as possible from the absurdities of abstract 
discussion. He strenuously deprecates all schemes of inconvertible paper money, 
but insists that the success of some scheme of that nature is inevitable, if the 
volume of metallic money is reduced to the quantity of gold alone. 


The American Almanac for the Year 1879. Edited by AtnswortH R. Spor- 
FORD, Librarian of Congress. New York and Washington: The Ameri- 
can News Co., 1879. 400 pages, 12mo., 

This work is aptly described as a Treasury of Facts—Statistical, Financial, 
and Political. The statistics comprise details concerning American Agriculture, 
Manufactures, Mining, Shipping, Railroads, Telegraphs, Banks, Post Offices, 
Public Lands, Education, Currency, Revenue and Expenditure, Taxation, Coal, 
Iron, Imports and Exports, Public Debts, Investments, etc. The book contains 
an Official Directory of Congress [ which should have been of the 46th instead 
of 45th ] and of the Executive and Judicial Officers of the Government, with 
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tables of the Administrations and of Presidential Elections, from the beginning 
of the Government. Also, the full vote of every county in the United States 
at the Congressional election of 1878. There is also a brief view of each State 
in the Union, with a list of State Officers, Finances, etc. 

Besides the array of tables, the volume contains articles on the History and 
Principles of Taxation, the Homestead and Exemption Laws in all the States, 
Facts concerning the Census, a History of the Continental and Confederate 
Currency, the Budgets of Nations, the World’s Stock of Precious Metals, the 
Insolvent Laws of all the States, Sugar Production, Silver Money and the Paris 
Conference, History of Resumption in England, Vital Statistics of various 
nations, Cotton Production of the United States, the Army and Navy, etc. 


THE TEN-DOLLAR CERTIFICATES. 
CIRCULAR RELATIVE TO THE NEW CONVERTIBLE BONDS, 


TREASURY DEPARTMENT, , 
WASHINGTON, D. C., March 7, 1879.) 


The Secretary of the Treasury calls attention to the four-per-cent. refund- 
ing certificates of the United States, to be issued under the following 
provisions of the Act of Congress, approved February 26, 1879, entitled, 
“An Act to authorize the issue of certificates of deposit in aid of the 
refunding of the public debt,” to wit: That the Secretary of the Treasury is 
hereby authorized and directed to issue in exchange for lawful money of the 
United States that may be presented for such exchange, certificates of deposits 
of the denomination of $ 10, bearing interest_at the rate of four per centum per 
annum, and convertible at any time, with ‘accrued interest, into the four-per- 
centum bonds described in the Refunding Act, and the money so received shall 
be applied only to the payment of the bonds bearing interest at the rate of not 
less than five per centum in the mode prescribed by said Act, and he is author- 
ized to prescribe suitable rules and regulations in conformity with this Act.” 

Each certificate will be of the denomination of $ 10, will be made nearly of the 
form and size of a United States note, and will bear on its face and back the 
conditions of the issue, as follows: ‘‘ United States Refunding Certificate—Ten 
Dollars, April 1, 1879. This certifies that the sum of $10 has been deposited 
with the Treasurer of the United States under Act of February 26th, 1879. 


‘* JAMES GILFILLAN, Treasurer of the United States. 
“G. W. SCOFIELD, Register of the Treasury, Washington, D. C. 


‘*Convertible with accrued interest, at four per cent. per annum, into four- 
per-cent. bonds of*the United States, issued under the Acts of July 14, 1870, 
and January 20, 1871, upon presentation at the office of the Treasurer of the 
United States, Washington, D. C., in sums of $50, or multiples thereof.” 

On the back: ‘‘Interest on this note will accrue as follows: For each nine 
days, or one-tenth of a quarter, one cent; for each quarter year, ten cents; 
for each entire year, forty cents.” 

Such certificates will be sold for lawful money at par and accruing interest to 
the date of purchase by the Treasurer of the United States at Washington, and 
by the Assistant Treasurers at Baltimore, Boston, Chicago, Cincinnati, New 
Orleans, New York, Philadelphia, St. Louis, and San Francisco, and the 
Treasurer of the United States at Washington, and the Assistant Treasurer at 
New York, will also receive in payment, drafts in favor of themselves respect- 
ively drawn on New York, which will be collected, and the excess, if any, 
returned by check to the depositors. 

The Secretary of the Treasury will also accept in payment, certificates of 
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deposit of National banks especially designated to receive deposits on this 
account, but the refunding certificates will not be delivered until the certificates 
of deposit issued by the bank have been paid for by the Treasury draft, or by 
a deposit of a like amount with the Treasurer, or some Assistant Treasurer of 
the United States, or until United States bonds of equal amount are substituted 
in their stead. 

All National banks, upon complying with section 5,153, Revised Statutes of 
the United States, are invited to become financial agents of the Government, 
and depositaries of public moneys accruing from the sale of these certificates, 
The money received by depositary banks for such certificates, will remain on 
deposit with said bank, subject to the order of the Treasurer of the United 
States, and calls for the redemption of bonds will issue from time to time, as 
the Secretary may direct. All banks, bankers, postmasters, and other public 
officers, and all other persons, are credited to aid in placing these certificates, 
They can make their arrangements through National banks for the deposit of 
the purchase money. Commissions will be allowed on purchase of these cer- 
tificates as follows: On an aggregate of $1,000, and not exceeding % 100,000, 
in any one calendar month, one-eighth of one per cent., and on any amount 
exceeding $100,000 in a like period, a commission of one-fourth of one per 
cent. on the excess, and parties purchasing at one time $1,000 or more of the 
certificates, will be entitled to receive them free of charge for transportation. 

The certificates will be ready for delivery April Ist, 1879, at which date 
they will begin to bear interest, which will be payable upon the conversion of 
the certificates into four-per-cent. bonds. 

The Secretary also announces that as soon as practicable, ten-dollar certificates 
will be issued under this law, similar in form and upon like similar conditions 
to those above described, to be registered on the books of the Treasury in the 
name of the owner, which name will also be entered on the face of the certifi- 
cate. ( Signed ) JOHN SHERMAN, Secretary. 


———— 


° 


TRUSTEES AS SHAREHOLDERS.—The judges of the Scotch Court of Session, 
following the judgment of the House of Lords in the case of the Western 
Bank liquidation, have unanimously decided that trustees holding on behalf of 
their trust stock in the City of Glasgow Bank, are personally liable for the 
debts of the bank. No attempt was made on behalf of the trustees to con- 
test the principle of law laid down thirteen years ago in the case Lumsden vs. 
Buchanan. It was contended, however, that on two material points the posi- 
tion of trustees holding shares in a company had been altered subsequent to 
the decision of the Lords in that case. By recent legislation, it was pleaded, 
provision has been made for entering trustees as such on bank registers in 
Scotland, while such entries are not allowed in England and Ireland, and this, 
it was argued, was equivalent to a recognition of trustees as partners in their 
governing capacity only. And it was further contended that the incorporation 
of the bank under the Companies Act of 1862 limited the liability of the 
trustees. But as regards the first plea, the Court held that the entry of the 
names of trustees upon the register was intended merely to facilitate the proof 
of trust, and did not in any way alter the liability of the trustees ; while as 
to the second argument, it was held that the incorporation under the Act of 
1862 did not limit the liability of trustees any more than that of other share- 
holders, and in fact did not limit liability at all. The lesson of the case is 
that no one should consent to act as trustee of shares in an unlimited liability 
company. 
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THE NATIONAL BANK REDEMPTION FuNbD.—The Treasurer of the United 
States issued, on March 6th, the following circular : 

‘*Hereafter National banks, in reimbursing the Treasurer for their circulating 
notes redeemed under section 3 of the act approved June 20, 1874, may for- 
ward directly to the Assistant Treasurer of the United States in New York 
checks drawn on New York payable to the order of that officer, with instruc- 
tion to deposit the amount to the credit of the five-per-cent. redemption 
fund and to forward the certificate of deposit therefor to the Treasurer of 
the United States. Checks drawn on any other place than New York, or sent 
to any other officer than the Assistant Treasurer of the United States in that 
city, are not authorized to be received under these regulations. 


BANK NOTE CIRCULATION.—The Comptroller of the Currency reports the 
increase of National bank notes during the month of February at $1,648,401; 
in January, $607,995; in December, $490,618; in November, $ 840,441; total 
increase for four months, $ 3,587,455. The increase in the amount of legal- 
tender notes deposited for the purpose of retiring National bank circulation 
during the same period was $ 2,684,614. Total decrease in National bank note 
circulation for the four months previous to November, 1878, $2,090,369. Total 
amount of notes outstanding, exclusive of notes of National gold banks, on 
March 1, 1879, $324,579,250. Amount of National gold bank circulation, 
$ 1,466,920. 


DIVIDENDS.—The Comptroller of the Currency has declared dividends during 
the months of February and March in favor of the creditors of the following 


insolvent or liquidating National banks : 
No. of Rate. Total 


Dividend. Per cent. Dividends. 
First National Bank, Georgetown, Col.. 5 , 2%. 12% 
City National Bank, Chicago, Ill............ Sere. ver ds 5 P 5° 
First National Bank, Allentown, Pa. s . 2 ‘ 20 
First National Bank, Bozeman, Mon s » " 40° 
First National Bank, Tarrytown, N. Y..............005 « 50 ‘ 80 
Commercial National Bank, Kansas City, Mo - es - ¥*20 
Northumberland County National Bank, Shamokin, Pa... .; . Same . 6214 
Third National Bank, Chicago, Ill ; 5 80 
Washington County National Bank, Greenwich, N. Y... . 
Charlottesville National Bank, Charlottesville, Va. . 
National Bank of the State of Missouri, St. Louis, Mo.. qth . 15 
First National Bank, Tiffin, Ohio . ® 
First National Bank, Delphi, Ind ‘ 10 


* To shareholders, 20 per cent,; to creditors, roo per cent, 


RESUMPTION.—The Manhattan Savings Bank resumed payment on March 
12th, after four months suspension caused by robbery. Several hundred 
depositors were in line before ten o’clock, the hour for business, Of the stolen 
securities, $ 1,600,000 United States bonds have been duplicated, under authority 
of a special Act of Congress, in place of the registered bonds held by the bank. 


SALE OF A BANK BuILpING.—The Bond Street Savings Bank Building, No. 
330 Bowery, was sold at public auction at the Exchange Salesroom, by the 
Receiver, Mr. Willis S. Paine, on March 18th. The lot originally cost $95,000, 
and the building $125,000, making the total cost of the property $220,000. 
The price realized at the sale was only $55,000, Mr. M. J. Adrian being the 
purchaser. 


53 





826 THE BANKER’S MAGAZINE. ({ April, 


ILLINOIS.—A_ bill is before the State Senate of Illinois to reduce the legal 
rate of interest from ten per cent. to eight. Its passage is said to be probable, 

LouIsIANA.—A run began on the New Orleans Savings Institution, on Feb- 
ruary 24, and continued all the week, $500,000 being paid out. The bank 
suspended on the 28th. 

On March 18th, the Southern Bank of New Orleans suspended, being brought 
to this step by the depreciation of the consolidated city bonds, of which it held 
a large amount. On the 19th, the Mechanics & Traders’ Bank also closed. 


FINANCIAL PANIC IN NEW ORLEANS,—On March 2oth the banks of New 
Orleans resolved to suspend payments temporarily on checks over $ 200, the 
following having been announced by the Clearing-House Association on that day: 

** Resolved, That in order to protect the business community of this city 
from the calamity of any further suspensions of banks arising from what appears 
to be an entirely unnecessary panic in the withdrawal of deposits from banks 
known to be solvent and sound, it is hereby resolved that the Clearing-House 
banks shall not pay out on checks more than two hundred dollars to any one 
depositor on any one day. All other payments shall be made by certification 
of checks which shall be received on deposit by banks members of the 
Clearing House. This arrangement is to be temporary, and shall expire on 
Saturday, the 29th inst.” 

A dispatch of the same date states that: ‘‘Collections for distant customers 
will be remitted for, as heretofore, in currency checks on New York. In effect, 
this action involves only local interests here and has checked the panic, the 
pretext for which will be entirely removed in a day or two, when currency 
arrives, which is already ordered from New York. The banks held this morn- 
ing about $2,200,000 in legal-tender notes and $3,000,000 sight exchange on 
New York, exclusive of their portfolios, with which to meet about $ 10,000,000 
due depositors. Most of the banks to-day received more currency from deposi- 
tors than they paid out.” 

The immediate cause of the run on the banks is believed to have been the 
recent suspension of the Southern Bank and of the Mechanics & Traders’ 
Bank. The trouble in the first named bank was from the fact that it had 
invested nearly the whole capital in Louisiana consols, which, after the default 
in the interest, fell so heavily as to unsettle the confidence of the depositors 
of the bank. Heavy checkings had been made when the institution suspended. 
An impression that other banks might be similarly situated caused a run upon 
them, and hence the action of the Clearing-House Association. The course 
now pursued is similar to that taken by many of the banks in September, 
1873, when, by reason of the panic, a virtual suspension of currency payments 
was resorted to, and this suspension continued for several weeks, the banks, 
meanwhile, conducting business as usual through the Clearing Houses of their 
respective cities. On March 22d, Bank Examiner Getman telegraphed to the 
Comptroller of the Currency as follows: ‘‘ The aggregate deposit of the seven 
National banks here is $6,425,000. The aggregate cash, exclusive of the 
redemption fund and a large amount with the New York reserve agents, is 
$ 2,400,000. The condition of the banks is strong. The excitement was cause- 
less and is now over. The action of the banks is approved by this community, 
The time of resumption is likely to be anticipated.” 

At a meeting of the New Orleans Clearing-House Association, held on 
March 24th, the condition of the banks members thereof was found so satis- 
factory that it was unanimously resolved ‘‘That payments by the banks com. 
posing this association shall be made as heretofore in currency on demand.” 

MAINE.—The report of Bank Examiner Titcomb, after examination of the 
books of the Dexter Savings Bank, says that he has gone over the books 
thoroughly from 1877 to the time of Treasurer Barron’s death, and found them 
in fair condition. He discusses at length the item of 2,000, and says that 
Barron did put his note for $2,000 into the bank without any equivalent ; that 
it was subsequently paid; that the bank received the money, and that in the 
end the transaction is correctly represented upon the books. Mr. Titcomb 
answers the recently published statement of the bank officers, and declares that 
Mr. Barron was not guilty of any dishonesty. 





1879. ] BANKING AND FINANCIAL ITEMS 827 


MASSACHUSETTS.— At a meeting of the stockholders of the Merchandise 
National Bank of Boston, held March 18th, it was voted that the capital be 
reduced from $ 750,000 to $500,000, The reduction to be made on April Ist, 
and the amount ( $250,000) to be paid back at par to the shareholders. 

Another Defulcation.—Nathan YP. Pratt, Treasurer of the Reading ( Mass.) 
Savings Bank, has proven to be a defaulter to a large amount, and the bank is 
supposed to be ruined thereby. The estimated deficit is about $90,000, the 
indebtedness of the bank to depositors being $148,459, at last report. 


NEW JERSEY —The official labor statistics of New Jersey, recently published, 
show a decline in the wages of skilled labor, between 1872 and 1877, ranging 
from eight to thirty per cent. The decline in the wages of unskilled labor 
ranges from twenty to fifty per cent. In 1877, the average loss of time of 
both classes from non-employment was 494 days. 


New York.—The following is the text of the Interest bill which is now 
before the State Legislature: 

An Act to amend title three chapter four of part second of the Aevised 
Statutes, entitled ‘*Of interest of money.” 

Section 1. Section one of title three chapter four, part second of the Aevised 
Statutes, entitled ‘*Of the interest of money,” is hereby amended so as to 
read as follows: 

Section 1. The rate of interest upon the loan or forbearance of any money, 
goods or things in action shall, from and after the passage of this act, be six 
dollars upon one hundred dollars, for one year, and after that rate, for a 
greater or less sum, or for a longer or shorter time. Aut nothing herein con- 
tained shall be so construed as to in any way affect any contract, or obligation 
made before the passage of this act. 

Section 2, All acts or parts of acts inconsistent with the provisions of this 
act are hereby repealed. 

Section 3. This act shall take effect immediately. 

What would be far better than the above, is a simple Dill fixing six per 
cent. as the legal rate in this State in the absence of a contract, allowing 
borrowers and lenders to agree on other terms if they choose, and repealing 
the present barbarous penalties. 


VirGiniA.—The bill providing for the settlement of the State debt was 
passed in the Senate, on March 5th, by a vote of 28 to 9g. 

The readjusters’ amendments providing for the ratification of the proposed 
settlement by a vote of the people, etc., were all rejected. An amendment 
was adopted providing that bonds exchanged for outstanding bonds shall be 
taken and held as a full and absolute release of the State from all liability on 
account of certificates for West Virginia’s third. The bill was passed in the 
House, on March 24th, by a vote of 76 to 50. 


INTERNATIONAL LAw.—At St. John, N. B., on March 1, the Supreme Court 
ordered the discharge of Thomas Ellis, the defaulting Teller of the National 
Park Bank of New York, who has been in jail in St. John for nearly two years, 

Another Fraud.—Jean S. Paquet, Cashier of the Bank of Hochelaga, Mon- 
treal, has been arrested on the charge of embezzling $50,000 of its funds. 


VicrortA GoLp Propuction.—In 1870, the gold production of the Austra- 
lian Colony, Victoria, was 1,222,798 ounces, but has since steadily declined to 
less than two-thirds of that amount. In 1877, it was 799,760 ounces. In 1878 
it was 755,754 ounces. 


ERRATUM.—In the notice upon page 822, of Zhe Present and Future of 
Silver, for *‘absurdities” read ** obscurities.” 
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THE NATIONAL BANKS OF NEW ORLEANS. 


Abstracts of reports made to the Comptroller of the Currency by the Na- 
tional banks in the City of New Orleans, showing their condition on December 
6, 1878, and January 1, 1879, and also of Examiner’s reports of the condition 
of those banks made from February 13 to March 3, 1879. 

Bank Reports. Bank Reports. Examiner's Reports. 
RESOURCES, December 6, 1878. Sanuary 1, 1879. February—March 
Loans and discounts......... $ 6,122,395 25 . $6,200,325 52 . $5,534,451 82 
Bonds for circulation 1,700,000 00 1,700,000 00 . 2,150,000 00 
Bonds for deposits...... ..... 25,000 00 . 25,000 00 . 25,000 00 
U. S. bonds on hand 400 00 . 22,650 OO . 259,500 09 
Other stocks and bonds... 331,132 08 . 257,845 59 .- 356,435 59 
Due from reserve agents... 372,186 22 . 784,052 18 . 1,241,824 93 
Due from National banks. 102,838 96 . 114,912 54. 337410 18 
Due from State banks 416,815 53 . 196,661 34 . 421,485 79 
Real estate, Otc. ....0....0 439,510 52 . 399,822 95 . 395,078 33 
Current expenses...........+. 124,965 12 . 34,890 24 . 55:978 34 
Premiums paid 63,400 30 . 52,620 00 . 42,620 00 
SD TIN aa sock cccasntnsiccoass 150,182 59 - 149,295 39 . 17,513 55 
Clearing-house exchanges... 1,578,427 37 - 1,471,214 33. 1,333,070 48 
Bills of other banks......... 126,890 00 . "138,772 00 . 177,912 00 
Fractional currency 4,943 90 . 4,373 31 . 4,151 57 
Specie 134,033 19 . 103.324 40 . 157,128 35 
Legal-tender notes........... 1,017,566 oo . 1,545,558 00 . 1,534,948 00 
Due from U. S. Treasurer 76,500 00 . 76,500 0O . 77,500 00 
Total (7 banks).... $12,787,187 03 . $13,277,817 79 . $14,122,009 93 
LIABILITIES. 


Capital stock . $2,875,000 00 . $2,875,000 00 
Surplus fund 573,268 64 . 453,000 00 . 453,000 00 
Undivided profits. ............ 425,305 18 . 287,514 gI . 312,762 86 
National bank circulation.. 1,488,600 00 . 1,489,525 00 . _—i1, 485,600 00 
Dividends unpaid 17,352 06 96,954 06 . 20,993 16 
Individual deposits 6,517,674 07 . 7,266,761 14. 8,061,345 06 
U.. SS. GQ pOmts:. ..cccc.cccesese 21,389 92 . 3,000 00 . 24,642 33 
Due to National banks 339,460 65 . 234,866 69 . 296,496 26 
Due to State banks 529,136 71 . 571,195 99 . 592,170 26 


Total (7 banks).... $12,787,187 03 . $13,277,817 79 . $14,122,009 93 
-_—-eee—e—— OOo 


CALLS OF FIVE-TWENTY Bonps.—The following calls by the Treasury Depart- 
ment, for **Consols of 1867,” were issued in March. All numbers inclusive : 

Ninety-first call, dated March 4, 1879: Matures June 4. 

Coupon Bonds.—%$50, Nos. 100,001 to 105,000; $100, Nos. 180,001 to 
195,000; $500, Nos. 100,001 to 104,000; $1,000, Nos. 176,001 to 185,000. 
Total coupon, $7,000,000. Registered Bonds.—% 50, Nos. 3,241 to 3,250; $ 100, 
Nos. 23,621 to 23,650; $500, Nos. 11,521 to 11,550; 1,000, Nos. 44,401 to 
44,500; $5,000, Nos. 14,351 to 15,100; $10,000, Nos. 26,951 to 27,730. 
Total registered, $ 3,000,000. Aggregate, $ 10,000,000. 

Ninety-second call, dated March 12, 1879. Matures June 12. 

Coupon Bonds. —$50, Nos. 105,001 to 111,000; $100, Nos. 195,001 to 
208,000 ; $500, Nos. 104,001 to 108,000; $1,000, Nos. 185,001 to 194,000. 
Total coupon, $7,000,000. Registered Bonds.—$ 100, Nos. 23,651 to 23,700; 
$500, Nos. 11,551 to 11,560; $1,000, Nos. 44,501 to 44,550; $5,000, Nos. 
15,101 to 15,800, Total registered, $3,000,c0o. Aggregate, $ 10,000,000. 
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SUSPENDED NEW YORK SAVINGS BANKS. 


In the State Senate, March 13, Mr. Wendover, from the Committee on 
Banks, presented a detailed report relative to the broken Savings banks. 
There are twenty-eight banks in the hands of receivers, and $ 13,207,850 was 
the aggregate amount due to depositors. 

The following table is embraced in the report: 

Due depositors Amts. paid 

at time of failure. depositors. 

Abingdon Square Savings Bank $87,997 59 -- $25,483 35 
Bond Street Savings Bank 1,284,894 or .. 881,562 23 
Bowling Green Savings Bank 152,060 98 
Central Park Savings Bank os Nothing 
Clairmont Savings Bank ao Nothing. 
Clinton Savings Bank 67,884 -» 16,971 36 
German Savings Bank (Morrisania) +» 57,360 86 
German Uptown Savings Bank 889,088 +» 529,153 78 
Haverstraw Savings Bank (Haverstraw) aia Nothing. 
Long Island Savings Bank 857,478 00 .. 617,739 85 
Market Savings Bank (Brooklyn) Nothing. .. Nothing. 
Mechanics and Traders’ Savings Bank 1,453,916 59 .. 1,033,741 24 
Mutual Benefit Savings Bank.............. LER Ce meee 437,499 57... 248,908 47 
New Amsterdam Savings Bank 511,992 66 .. 391,780 13 
New Rochelle Savings Bank (New Rochelle) 69,470 05 .. 23,788 02 
Oriental Savings Bank 182,278 34 .. 51,577 44 
People’s Safe Deposit and Savings Institution (Utica) 833,209 20 .. 554,356 62 
People’s Safe Deposit and Sav. Institution (Syracuse) 597,553 46 .. 315,182 70 
People’s Savings Bank...........00. dame ewnaieeee 200,288 59 .. 84,410 66 
Rockland Savings Bank (Nyack) 39,868 o2 .. Nothing. 
Saratoga Savings Bank (Saratoga Springs) 44,157 34... «10,877 55 
Security Savings Bank 395,518 28 .. 229,414 34 
Sixpenny Savings Bank 1,783,408 16 .. 1,158,964 77 
Teutonia Savings Bank 881,000 00 .. 440,268 co 
Third Avenue Savings Bank 1,396,138 20 .. 207,856 23 
Trades’ Savings Bank ee: 11,867 10 
Union Savings Bank (Saratoga Springs)..... ieee +. 58,507 56 
Yorkville Savings Bank a Nothing 


THE LEGAL-TENDER NoTEs.—In order to test the legality of a re-issue, 
after their redemption, of the legal-tender notes, a test case is to be brought 
before the Supreme Court of the United States. To effect this, an agreement 
has been made between Mr. S. B. Chittenden, member of Congress for the 
Brooklyn (N. Y.) District, and Gen. Benjamin F. Butler, each agreeing to bear 
costs and other expenses on his side. The correspondence on the subject sets 
forth an agreement to find a real case in which a debtor shall have offered to 
his creditor, a citizen of a different State, payment of a debt in greenbacks of 
date since August, 1866, which is the officially-declared date of the close of the 
war, The creditor refuses payment and brings suit, and thereupon Mr. Chit- 
tenden binds himself to bear the expenses of the creditor, and Gen. Butler, on 
his side, agrees to defend and defray the costs of the debtor, he asserting the 
right of the Government to issue legal-tender paper money at all times. At the 
present time, the legal tenders are in effect a permanent issue, redeemable it is 
true in coin, while not only liable to be re-issued, but required by law to be 
~—- in circulation. It is to be hoped that the question will be definitely set- 
tled. 





THE BANKER’S MAGAZINF. 


CHANGES OF PRES 


(Monthly List, continued 


Bank and Place. 


N. Y. Crry, St. Nicholas National B’k. ‘ 
Grocers’ Bank 


CaL.... Nat’l Gold Bank & Trust Co., } 
San Francisco. { 
.. Kern Valley Bank, Bakersfield... 
.. B. of Santa Cruz Co.,Santa Cruz. 
. Bank of Savings and Loans, 4 
Santa Cruz. } 
. Savings Bank of Santa Rosa... 
First Nat’l Bank, New Canaan, 
. Uncas National Bank, Norwich. 
Nat’! B’k of Wilmington & j} 
Brandywine, Wilmington. 

. First National Bank, 
Jacksonville. § 
National Bank, Lacon.... 
Nat’l Bank, Mason City... 
National Bank, Mattoon.. 
National Bank, Oregon... 
National B’k, Prairie City. 


“ “" 


First 
.. First 
.. First 
.. First 

. First 


. Farmers Nat’l Bank, Virginia. . 


. Davenport National Bank, — § 
Davenport. | 

. First National B’k, Sioux City.. 

. First National B’k, Waterloo. $ 


. National Bank of Winterset.... 


Atchison Nat’l Bank, Atchison. 
. The Powers Bank, Ellsworth... 


First Nat’l Bank, Harrodsburg. 

.. Madison Nat’l Bank, Richmond. 

. Logan Co. N. B., Russellville. . 
Workingmen’s Bank, 

New Orleans. |} 

Northern National Bank, ( 

Hallowell. } 


Mass... National Eagle Bank, Boston.. 
.. Collateral Loan Co., Boston... 
.. Andover Sav, Bank, Andover... 
.. First National Bank, Barre 
.. Barre Savings Bank, Barre 
.. Essex Savings Bank, Lawrence. 
.. Millbury Sav. Bank, Millbury... 
.. Palmer Savings Bank, Palmer.. 
. South Danvers Nat’l Bank, } 
Peabody. 
.. Naumkeag Nat’l Bank, Salem.. 
.. Chicopee Nat’l B., Springfield.. 
.. Wakefield Sav. B’k, Wakefield. 
w _,. First National Bank, Worcester, 
MicH... Farmers’ Nat’! B., Constantine. 


Minn... Rochester Nat’l B’k, Rochester. 


MAINE.. 


( J. W. Krapfel, Cas 


IDENT AND CASHIER. 


Srom March No., page 737.) 


Elected, In place of 
Arthur B. Graves, Pr.... W. R. Fosdick. 


Charles Denison, /r.... S. B. White. 


W. P. Willard, Cas H. H. Hewlett. 


C. W. Fore, Cas. W. E. Houghton. 
Elbert Austin, 7 L. Heath. 

Elbert Austin, /7........S. A. Bartlett. 
Edmund James Cox, Cas. F. Cooper. 
George P. Noonan, Cas.. F. G. Hahman. 
Russell L. Hall, 7%...... S. Hoyt.* 
Lyman Gould, Pr........ J. S. Ely. 


George W. Sparks, Cas.. E. Rice. 


Charles A, Fairchild, V.P, J. Clark. 
Thomas McNamara, Act, Cas 

D. E., Thomas, ?r . J. B. Martin. 
A. A. Blunt, Pr R. W. Porter. 
M. Kahn, /. 

Isaac Rice, Pr 
Alonzo Barnes, Pr 
George Virgin, 7 
E. S. Ballord, Pr 
S. F. Smith, /. 

H. B. Rice, Pr 
Henry B. Allen, ?r 


W. W. Bennett. 
I, Spurgin. 
Z. W. Gatton. 

. B. Woodward. 


. W. Hubbard. 
. Manson. 

. B. Allen. 

S. G. Bevington, Cas.... F. Mott. 

C. J. Drury, Pr . D. Harrison. 
E. A. Powers, 7 . W. Powers. 
J. M. Curd, Cas . J. Curry. 

A. R. Burnam, /*........ D. A. Chenault. 
Wilbur F, Browder, Pr.. J. L. Rizer. 

J. B. Camors, Pr V. Maignan. 
Edward Hincks, Cas..... J. B. Mondiegt. 
Justin E. Smith, 7? 

George R. Smith, Cas.... J. E. Smith. 
William G. Brooks, Cas.. Not Jr. 

John D. Parker, Pr. 

John Abbot, / 

C, G. Scott, Cas. 

Harding Woods, 77 

Joseph Shattuck, /*..... 

Horace Armsby, ?r. 

James B. Shaw, Pr 


E. W. Jacobs. 


W. B. Parker.* 
T. Warner, Jr. 


Jonathan King, Pr 


David Pingree, Cas. 
Arthur B. West, Cas. 
Richard Britton, 7+ 
A. H. Waite, Cas........ A. M. Stone. 
Charles W. Cond, /r.... E. Thorne. 


T. H. Titus, Cas . C. H. Bliss. 


* Deceased. 
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Bank and Place. 


Lawrence County Bank, ( 
Peirce City } 


. Keene National Bank, Keene... 
... Burlington Savings Institution.. 
.. City National Bank, Plainfield. 
.. National Union Bank, Dover... 
.. Mount Holly National Bank... 
. First National Bank, Red Bank. 


. First-National Bank, Newark... 


. First National Bank, Oxford. 


.. Westchester Co. N. B., Peekskill. 
. Fallkill National Bank, 
Poughkeepsie. | 

.. National Bank of Schuylerville. 
. First National Bank, Whitehall. 


. State National Bank, Raleigh.. 


. National Bank Commerce, 


. Citizens’ National Bank, 


Cincinnati. 
First Nat’l B’k, New London... 


New Philadelphia. 


. First National Bank, Norwalk.. 


. First Nat’l Bank, Painesville. 
. First Nat’l Bank, Portsmouth. . 


. National Bank of Wooster... i] 


( 
Second Nat’! B’k, Philadelphia- 


.. First National Bank, Franklin.. 
.. First National Bank, Mercer... . 
.. Farmers’ Bank, Mercersburg... . 
.. German Nat’l B’k, Millerstown,. 
. Sharon National Bank, Sharon. 


First Nat’l Bank, Union Mills.. 


; . Western National Bank, York.. 


American National Bank, i 
Providence. | 


.. Old National Bank, Providence. 
. Centreville National Bank of )} 


Warwick, Centreville. { 


N.. First Nat’l Bank, Columbia.... 
.. First Nat’l Bank, Murfreesboro. 
.. Giles National Bank, Pulaski... 

. Caledonia Nat’l Bank, Danville. 
. National Bank of Royalton.... 


“ 


W. Va.. 


Wis. ... Wisconsin Nat’l B., Watertown. Daniel Jones, Pr 
PR.QUE Exch. B. of Canada, Montreal. Thomas Craig, Cas 


:. National Union B’k, Swanton... 


Merch. N. B., Point Pleasant... 


Elected. 


AND CASHIER, 


831 


In place of 


Lewis L. L. Allen, Pr... A. L. White. 
Charles E. Allen, Cas.... L. L. L. Allen. 


J. R. Beal, Cas 


G. W. Tilden. 


Richard F. Mott, 77. & Sec. 


Charles Hyde, Pr 


E. R. Pope. 


§ John Thompson, Pr 


5 C. C. Welty, Cas 
) E. A. Deardorff, 4. C.... 


H. Hougland, Pr C. Beach. 
Augustus M. Wills, Pr... O. H. P. Emley. 
James H. Peters, Pr. A. S. Parker. 

| a eo See B. Thomas. 

J. R. Van Wagenen, Pr. 

Peter W. Clarke, V. ?... H. L. Miller. 

J. Fred Sands, Cas J. R.Van Wagenen. 
C. A. Pugsley, Cas 

G. Innis. 

Geo. H. Tompkins, VY. P. J. Thompson. 
George L. Ames, 7. C. W. Mayhew. 
H. T. Gaylord, Pr A. H. Griswold. 
Mrs. M. C. Williams, Pr. J. G. Williams.* 


W. A. Goodman, J*.... 

Henry Peachey, V. P.... 

William J. Dunlap, Cas.. 

John Barnes, Cas ....... M. H. Smith. 

S. O’Donnell, Pr A. Patrick. 

H. Kaldenbaugh. 


D. A. Baker, Jr., Cas.... J C. Curtiss, Jr. 
Levi Kerr, Pr S. Marshall. 

EX. C. MOMs; C45 ..0.2:5.0040 R. M. Murray. 
E. Miller, ?r J. P. Terry. 
John Zimmerman, Pr... G. P. Emrich. 
George P. Emrich, V. ?.. J. Zimmerman. 


Benjamin Rowland, Pr.. Not Jr. 

F. W. Officer, Cas A. D. Cotton, 
William Logan, Pr...... S. Griffith. 

J. W. Witherspoon, Cas. W. M. Marshall. 
G. F. Fetzer, V. P. H. L. Westerman. 
James Westerman, Pr... J. Forker. 
Edwin W. Hatch, Pr.... H. L. Church. 
C. E. Lewis, Cas M. J. Skinner. 
F, W. Carpenter, Pr.... S. Harris. 
Edward H. Robinson, V. P. 

John O. Waterman, Pr.. G. W. Hallet. 


Ezra J. Cady, Pr 


J. M. May T. W. Keesee. 
H. H. Williams, Cas.... 1. B. Collier. 
S. E. F. Rose, Cas H. F. Ewing. 
Newell Stocker. V. P.... S. Ingalls. 
Crosby Miller, Pr C. Downer. 
Albert Sowles, Pr W. L. Sowles. 


J. McCulloch, Jr., Cas... C. C. Miller. 
W. M. Dennis. 
C. R. Murray. 


* Deceased. 


 —_—_ 


A Lapy PRESIDENT.—The directors of the State National Bank of Raleigh, 
N. C., have elected Mrs. M. C. Williams president of the bank, in place of 
Mr. John G. Williams, deceased. 

This is, we believe, the first instance in which a lady has been appointed to 


the office of President, although there are several among the directors of 
National banks, and two or three among the cashiers of State or private banks. 
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OFFICIAL BULLETIN OF NEW NATIONAL BANKS. 


(Continued from March No., page 737.) 


Capital, ————— 
No. Name and Place. President and Cashier. Authorized. Paid. 
2414 First National Bank Elias E. Gilman 
Winsted, Conn. Harvey L. Roberts, $ 30,000 
2415 Fort Pitt National Bank David Hostetter 
Pittsburgh, PENN. D. Leet Wilson, 105,750 
2416 Third National Bank James M. Schley 
Cumberland, Mb. William E. Weber, 100,000 
2417 Oskaloosa National Bank M. E. Cutts. 
Oskaloosa, Iowa. W. A. Lindly, 50,000 
2418 First National Bank....... ... John Stewart 
Johnstown, N. Y. Howland Fish, 50,000 
2419 Winsted National Bank John G. Wetmore 
Winsted, Conn, Henry C. Young, 33,646 


2420 First National Bank James F, Eshelman 
Leadville, COL. John W., Zollars, 60,000 


NEW BANKS, BANKERS, AND SAVINGS BANKS. 
( Monthly List, continued from March No., page 738.) 


State. Place and Capital. Bank or Banker. N. Y. Correspondent and Cashier, 
ALA.... i Bank of Opelika Continental Nat’l Bank 
W. B. Shapard, Pr. J. W. McNamee, Cas. 


CoL.... Carbonateville.. Merchants & Miners’ Bank. atin 
$ 50,000 Anthony Blum, /r. A. H. Raynolds, Cas. 
uw  .. Leadville First National Bank Kountze Brothers. 
James F. Eshelman, /r. John W. Zollars, Cas. 


. . Winsted First National Bank 
Elias E. Gilman, Pr. Harvey L. Roberts, Cas. 
a Winsted National Bank... National Park Bank. 
John G. Wetmore, Pr. Henry C. Young, Cas. 


Dak. Stebbins, Post & Mund.... Kountze Brothers, 
DEL. First National Bank 
ILL.. Ca WE PRO 6 oc cic csscies First National Bank, Chicago. 


IOWA Oskaloosa National Bank . American Exch, Nat’l Bank. 
M. E. Cutts, Pr. W. A. Lindly, Cas. 


MD..... Cumberland ... Third National Bank National Park Bank. 
$ 100,000 James M. Schley, Pr. William E. Weber, Cas. 


Harry V. Long 
First National Bank Imp. & Tra. National Bank: 
50,000 John Stewart, Pr. Howland Fish, Cas. 
oe 2 Campbell Brothers........ National Park Bank. 
OHIO... Perrysburg Citizens’ B’k (N. L. Hanson, Cas.) Fourth National Bank, 
PENN... Pittsburgh Fort Pitt National Bank... Chemical National Bank. 
$ 105,750 David Hostetter, Pr. D. Leet Wilson, Cas. 
Wis.... Boscobel Exchange Bank, (M. D. Til lotson.) 





DISSOLUTIONS, ETC. 


DISSOLVED OR DISCONTINUED. 
(Monthly List, continued from March No., page 738.) 


. Joseph F. Culver & Co.; closed by creditors. Failed. 
H. T. Skeels. 


Citizens’ Savings Bank; suspended. 
...- Mechanics & Traders’ Bank; suspended. 
... New Orleans Savings Institution ; suspended. 
. Southern Bank; suspended. 
Farmers’ National Bank; in liquidation. 
Osceola Savings Bank; cons. with St. Clair County Bank. 
Emigrant Savings Bank; closed. Paid in full. 
City Bank; closed by order of Supreme Court. 
. Cincinnati Lafayette Bank ; consolidated with Nat’l Bank of Commerce. 
. Philadelphia... C. Camblos & Co.; suspended. 


.. Tremont .. First National Bank; in liquidation. No successor, 
. York .......... Dime Savings Institution ; suspended. 


<< ———$$$_—$_$— 


RECENT CHANGES OF TITLE, ETC. 


(Monthly List, continued from March No., page 739.) 


ALA.... Opelika ....... Shapard & Co.; succeeded by Bank of Opelika. W. B. 
Shapard, Pr. 
panemeies Selma Savings Bank; now Commercial Bank of Selma. 
Same officers. 
CoL.... Leadville ...... Lake County Bank; now First Nat’l Bank. Same officers. 
Conn... Windham. Windham Nat’l Bank; location changed to Willimantic. 
InD .... Brookville ..... Brookville National Bank; now Brookville Bank. (J. R. 
Goodwin & Son.) 
«» ., Gosport ....... Pettit & Montgomery; now Montgomery & Henry. 
Kansas, Newton Knox & Harris; now Harris & Fowler. 
Mp..... Cumberland ... Queen City Savings Bank; now Third Nat’l Bank. Same 
officers and capital. 
Mass, .. Boston Merchandise National Bank; capital reduced to $500,000. 
<a ” N. F. Fenno & Co.; succeeded by Harry V. Long. 
Marshall Saline County Bank; succeeded by Cordell & Dunnica. 
N. Y... Havana Elbert P. Cook; now Cook & Sackett. 
” ,. Johnstown David Hays; succeeded by First National Bank. 
PENN... Pittsburgh Fort Pitt Banking Co.; now Fort Pitt National Bank. 
Same officers, 


Wis.... Boscobel . First National Bank; in liquidation. Succeeded by Exchange 


Bank. M. D. Tillotson, Cas. * 


———— 


CoNNECTICUT.—Mr. Daniel Hatch, for many years a prominent banker ‘of 
Bridgeport, died in that city on March 14th, at the age of seventy-six. He was 
the father of Mr. D. B. Hatch, senior partner of the New York banking firm 
of Hatch & Foote. 
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THE NATIONAL-BANK NOTE CIRCULATION. 


Statement of the Comptroller of the Currency, showing by States the amount 
of National-bank circulation issued, the amount of Legal-Tender Notes deposited 
in the United States Treasury to retire National-bank circulation, from June 
20, 1874, to March 1, 1879, and amount remaining on deposit at latter date. 

Lecat-Tenper Nores Deposirep To 
Retire NATIONAL-BANK CIRCULATION, 
Additional SINCE JUNE 20, 1874. Legal Tenders 

STATES AND et = — - ; < : - re 

TEREST ORAS. Sear pag a tion of Notes Cheeadalon Total Seamer ia 

of Liguidat- under Act of Deposits. date. 

ing Banks. YFYune 20, 1874. 
DANG 6 éccicacncsinne $1,402,180 .$ 206,700 . $600,000 . $806,700 . $198,704 
New Hampshire. 499,765 - 27,400 . 10,800 . 38,200 . 1,950 
Vermont 1,586,370 - 151,097 - 952,340. 1,103,437 . 69,988 
Massachusetts..... 12,940,325 - 234,800 5,887,200 . 6,122,000. 172,043 
Rhode Island 709,110 . 32,350. 617,385 - 649,735 .« 20,120 
Connecticut 1,831,530 - 65,350 1,249.490 . 1,314,840 . 20,548 
New York 14,800,085 . 2,081,661 . 18,068,800 . 20,150,461 . 2,496,384 
New Jersey 1,475,395 - 119,260 . 1,183,040 . 1,302,300. 221,917 
Pennsylvania 7,394,180 .1,025,711 ~- 5,967,986 . 6,993,697 . 1,107,434 
Delaware 164,275 - —— . . — . —_— 
Maryland 350,810 . 166,600 1,5755470 - 1,742,070. 172,141 
Dist. of Columbia. 454,500 - 400,164 . 427,500. 827,664 . 60, 891 
WHEGONS, ncnccacecece 408,100 . 805,569 . 853,510 . 1,659,079 . 234,181 
West Virginia..... 49,870 . 731,060 . 270,000 . 1,001,060. 159,863 
North Carolina... 1,082,660 . oe 922,585 - 922,585 119,395 
South Carolina.... 45,700 953,380 - 953,380 . 53.405 


Georgia 352,930 - 287,725 437,675 - 725,400. 122,004 
POD isiesccescaces 45,000 . — . 
Alabama.........00 198,000 . — . 94,500 . 94,500 . 688 


Mississippi — . —. . —— . 506 

Louisiana .......... 1,237,630 . 645,750 . 2,099,250 . 2,745,000 . 357,843 

116,100 . 10,000 . 229,340. 239,340. 55435 

TETAS sa ccicacaste 135,000 . — . 135,000 . 135,000 . 14,483 

Kentucky.......006 2,968,040 . 575,867 . 1,378,033 - 1,953,900 . 402,818 

Tennessee 433,700 . 235,901 . 533,859. 769,760. 115,307 

261,150 . 816,810 . 3,544,410 . 4,361,220 . 714,409 

1,681,670 . 1,483,319 . 2,732,922 . 4,216,241 . 1,234,898 

PAGING... 005000005008 2,503,980 . 996,297 - 4,753,483 - 5,749,780 . 1,403,608 

RONAN. «ccacsansacne 1,561,485 . 1,515,134 . 6,195,896 . 7,711,030 . 1,021,464 

Michigan 1,060,010 . 364,500 . 1,952,590 . 2,317,090 . 414,053 

Wisconsin 233,000 . 537,360 . 860,439 . 1,397,799 . 318,871 

1,094,300 . 698,669 . 1,554,955 - 2,253,624 . 432,125 

768,900 . 385,095 . 1,218,545 . 1,603,640 . 214,243 

ANB on bsccetsiaxes 111,600 . 781,721 . 190,550 . 972,271 . 323,714 

Nebraska ........... 45,000 . 45,000 . 188,080 . 233,080 . 30,654 

Mc caseieinacce — . — . — . —., 2,309 

DORON. snecsncccnce 54,000 . — —— . —_ . — 

Colorado - 135,083 . 149,400 . 284,483 . 40,960 

J . 161,191 . 196,800 . 357,991 . 26,026 
Washington . —— . —— 4 — . 
MOANA .....000ccse0 39,600 . 13,500 . 45,000 . 58,500 . 

Totals...... $60, 587,820 $15,736,644 $68,030,213 $12, 312,812 

Legal-tender notes deposited prior to June 20, 1874,) 

and remaining at that date.........cceeeees Sesseesensesess 5 3,813,675 
FORM COO cc ssenccsnssasecsensiacnsacccsasacanensts - $87, 580, 532 

Joun JAy KNox, Comptroller of the Currency. 





1879. ] 


NATIONAL 


BANKS OF THE 


January, 1879. 


Abstract of reports made to the Comptroller of the Currency, showing the 
condition of the National Banks of the UNITED STATEs, at the close of business 


on January I, 
LIABILITIES. 


Capital stock paid in 

Surplus fund 

Other undivided profits .......... 
National bank notes outstanding, 
State bank notes outstanding... 
Dividends unpaid 

Individual deposits 

United States deposits .........006 
Deposits of U. S. disburs’g officers 
Due to other National banks... 
Due to State banks and bankers 


Notes and bills re-discounted ... 
Bills payable 


Aggregate Liabilities 
RESOURCES. 


Loans and discounts ......cccccocee 
IER oicasncinnnccunrimainnecianicn 
U. S. bonds to secure circulation 
U. S. bonds to secure deposits... 
U. S. bonds on hand 
Other stocks, bonds & mortgages 
Due from approved reserve ag’ts 
Due from other National banks.. 
Due from State banks & bankers 
Real estate, furniture & fixtures. 
Current expenses and taxes paid 
Premiums paid 
Checks and other cash items... 
Exchanges for Clearing House.. 
Bills of other National banks.... 
Fractional currency 
Specie 
Legal-tender notes..........sseee0 
- U.S. certif. for dep. legal-tenders 
Five-per-cent. Redemption fund 
Due from U. S. Treasurer........ 


el SEM vale 


1879. 
January t, 
2,051 danks. 

$ 462,031,396 . $477,128,771 
116,200,863 . 
36,836,269 . 
303,506,470 . 
386,603 . 
5,918,113 . 
643,337;745 + 
59,701,222 . 
3,556,801 . 
118,311,635 . 
44,073,882 . 
2,888, 339 5 
3:942,659 . 


1877. 
December 28, 
2,074 danks 


1,404,178 


6, 529,031 


$ 1,737,295,145 


$ 1, 800, 592,002 


$ 820,213,811 . $881,856,744 
3,693,954 - 
347,118,300 . 
66,501,350 . 
44, 263,250 . 
35,569,400 . 
77,916,814 . 
44,170,202 . 
11,881,540 . 
47,091,964 . 
4,033,024 . 
6,366,048 . 
13,564,550 . 
100,035,237 .« 
19,535,031 - 
475,538 . 
41,500,314 . 
70, 561,233 . 
28,915,000 . 
15,269,625 . 
1,905,809 . 


75,960,087 


11,479,945 


121,618,455 . 
51,539,910 . 
299,240,475 - 

479,540 .« 


604,512,514 . 


3,780,759 - 
115,773,060 . 
44,807,958 . 

4,654,784 . 

5,843,107 . 


343,869,550 . 
13,535,000 . 
28,479,800 . 
32,169,491 . 


44,123,924 . 


45,511,932 . 
8,958,903 . 
8,341,939 - 
10,265,059 . 
64,664,415 . 
20, 312,692 . 

778,084 . 
32,997,750 .« 
70, 568,248 . 
26,515,000 . 


16,493,577 - 


NATIONAL BANKS OF THE UNITED STATES. 


UNITED STATES. 


1879; also on December 28, 1877, and December 22, 1876. 


1876. 
December 22, 
2,082 danks. 


- $497,482,016 
131,390,664 
52,327,715 
292,011,575 
608, 548 

‘ 1,286,540 


619, 350,223 
6,727,155 
4,749,615 

122,351,818 

48,685, 392 
4,553,158 
_ 5:882,672 


$ 1, 787,407,093 


- $929,066, 408 


336, 705, 300 
14,757,000 
31,937,950 
31,565,914 
83,789,174 
44,011,664 
12,415,841 
43,498,445 

9,818,422 
10,811, 300 
10,658, 709 
68,027,016 
17,521,663 

1,146,741 
32,999,647 
66,221,400 
26,095,000 


16,359,491 


ESOUV CES. se0e08 $1, 800,592,002 $1,737,295,145 $1,787,407,093 
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PUBLIC DEBT OF THE UNITED STATES 
Recapitulation of the Official Statement—cents omitted. 


INTEREST BEARING DEBT. 


Feb. 1, 1879. March 1, 1879° 
Bonds at six per cent.. ai $ 656,839,000 . $640,105,250 
Bonds at five per cent 703,266,650 .. 703,266,650 
Bonds at four-and-a-half per cent. aaews are oes 250,000,000 .. 250,000,000 
ORGS GE L608 DOT CONE oon. oics.cccccccceee psasaehae 330,700,000 .. 406,900,000 
eee paisa cas 14,000,000 .. 14,000,000 


Total principal er -- $1,954,805,650 .. $2,014,271,900 

« interest 22,695,869 .. 24,603,587 
DEBT ON WHICH INTEREST HAS CEASED, .0c0s<css F 6,608,080 .. 6,372,930 
Interest . 320,622 .. 326, 361 


DesT BEARING NO INTEREST. 


Old demand and legal-tender notes...........++++ 346,743,031 .. 346,742,941 
Certificates of deposit é 40,940,000 .. 46, 100,000 
Fractional currency 16,027,495 -- 15,986,412 

i i 20,197,880 .. 19,087,680 


Total principal $ 423,908,406 .. $427,917,033 
Unclaimed Pacific Railroad interest. 8,197 -. 8,227 
VC doeaceealessne se eeccecescevees $2,385,322,130 .. $2,448,561,863 
PN idnewndecdsciadacvesees alee Manu cae Lvethh 23,024,689 .. 24,938,176 
TotaL Dest, principal and interest.... $ 2,408,346,826 .. $2,473,500,040 
TOTAL CASH IN THE TREASURY... $ 382,450,605 .. $447,292,498 
Debt, less cash in the Treasury at date $ 2,025,896,130 .. $2,026,207,541 
Decrease of debt during the month... 2,751,980 .. 

Increase ” i 311,411 
Decrease of debt since June 30, 1878........ sie 9,890,711 .. 95,579,300 


CURRENT LIABILITIES. 


Interest due and unpaid $ 5,989,288. $ 5,622,543 
Debt on which interest has ceased.... 6,608,080 .. 6,372,930 
Interest thereon 320,622 .. 326,361 
CoB Gane) GEIVER COTRICAOOE a. 5. o.0:0:<.0:6:0:6:5.0:0:053.0:0:0:5.9:0:00% 20,197,880 .. 19,087,680 
United States notes held } certificates of deposit... 40,940,000 .. 46, 100,000 

for redemption of ) fractional currency 8,560,824. 8,519,741 
Called bonds not matured, for which 4% 

have been issued 157,161,950 .. 216,628,200 
Cash balance available at date 142,672,049 .. 144,635,042 


$ 382,450,695 .. $447,292,498 


AVAILABLE ASSETS. 
Cash in the Treasury $ 382,450,695 .. $447,292,498 


BONDS ISSUED TO THE PACIFIC RAILWAY COMPANIES. 


Principal outstanding $64,623,512 .. $64,623,512 
Interest accrued and not yet paid gaaang 646.235 
Interest paid by the United States 41,773,745 - 41,773,745 
Interest repaid by transportation of mails, etc. , 10,657,028 .. 10,658,076 
Balance of interest paid by the United States. ..... 31,116,717... 31,115,668 
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NOTES ON THI MONEY MARKET. 
NEW YORK, MARCI 25, 1879. 
Exchange on London at sixty days’ sight, 4.85 a 4.8544 in gold. 


The quietude of the money market has been disturbed by several causes, 
and the predicted advance in the rates of interest has, at length, arrived. How 
long it will be sustained is a question which provokes some discussion. 
Prominent among the more active causes which have broken in upon the pro- 
tracted monetary ease is, of course, the depletion of the legal-tender reserves 
of the Clearing-House banks in this city. By the reports given below, it will 
be seen that the surplus bank reserves are reduced to a lower point than has 
been considered safe even at this period of the year; when, in consequence of 
the drain of currency for the March and April settlements in the interior, the 
legal-tender aggregates of the banks often fall to a low level. The required 
reserves under the law amount at present to $51,647,850, while the actual 
reserves held are $ 55,776,300, of which the legal tenders amount to $ 36,972,600, 
while the specie is $18,803,700. Thus the total reserve held by our Clearing- 
House banks at the beginning of this week was but four millions in excess of 
the legal-tender minimum, and the reports were made upon declining averages. 
{t is a signal proof of stability, if not of stagnation, in the money market that 
this condition of the reserves, which otherwise might induce a panicky per- 
turbation of public confidence has, so far, done little more than to impart a 
steady, firm tone to the money market and to establish for a day or two an 
active demand at 6 to 7 per cent, from the best borrowers and upon the best 
collaterals, 

Another cause of trouble has been the apprehension awakened by the con- 
dition of monetary affairs at New Orleans, A fall in the value of the securi- 
ties held by some of the New Orleans banks has so shaken their credit that 


for self-protection the solvent banks, which are unusually strong were 
obliged to suspend temporarily, and to adopt the only course which was com- 
patible with public interests and commercial stability. As will be seen from 
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the details which we print elsewhere, the fears which were at first excited 
are passing away, and have almost spent their force upon our money market. 
Still there is much regret expressed that Southern securities should have been, 
at this time, held up to the public view as unsafe investments for banks to 
hold. The South needs capital so much, and the flow of capital thither has 
been checked by so many concurring circumstances which might have been 
prevented, that the true friends of Southern growth and material develop- 
ment will have much to say about this latest incident in our Southern 
banking troubles. So far, however, as the New York money market is con- 
cerned, the suspensions in New Orleans have ceased to attract much special 
anxiety, as the course of exchange sufficiently demonstrates, 

There are other causes of trouble to which we need not specially direct 
attention. Last month we pointed out the danger and difficulty which might 
come from the settlements for the four-per-cent. bonds this month. Mr. Sec- 
retary Sherman, however, has adopted such precautions and so much judgment 
has been exhibited by the Clearing-House banks, by the sub-treasurer, and by 
the syndicate, that the vast mechanism connected with the refunding movements 
here and in Europe has worked with gratifying smoothness and ease. It has 
been said that some of the banks and capitalists have taken large amounts of 
the four per cents. which they have not been zble to sell, and that the strug- 
gles of these speculative purchasers to make good their subscriptions will add 
to the perturbation which has been brought on by other causes. In reply to 
this apprehension it has been very justly remarked that ‘‘subscribers are called 
upon to pay only as fast as the corresponding calls for six-per-cent. bonds 
mature. As these calls approach maturity, holders of the six-per-cent. bonds 
will be as anxious to find new investment for their money as the holders of four 
per cents. are to find purchasers, The whole question is one of rate; at what 
price must the holders sell four per cents. in order to get possession of six per 
cents. which are about to be redeemed? Under the latest order of the Secretary 
of the Treasury, any subscriber for the four-per-cent. loan can obtain in settlement 
interest on six-per-cent. bonds to the date of maturity of calls prior to April 11, 
but any other holder of those bonds can obtain at the Treasury interest only to 
the date of their redemption. Consequently, the subscriber to the four-per-cent. 
loan can, without loss, pay at once to the holder of the called six per cents., all 
that he can possibly get by holding them until the maturity of the calls, The 
Government allows a commission to subscribers, also, and they can, therefore, 
sell the four per cents. at less than par by the amount of that commission. If 
these concessions do not bring the old bonds, those who have bought four-per- 
cent. bonds on speculation will be obliged to sell them at a small loss, but that 
loss will probably be insignificant in the aggregate. There is no doubt that holders 
of called sixes amounting to many millions are patiently waiting for just this con- 
cession, in order to get four-per-cent. bonds at a quarter or a half per-cent. below 
par. But the operation need not cause any disorder in the money market. 
Whenever the speculative buyer of fours finds that he can do no better, he will 
offer his new bonds at a small loss, and the old six per cents. will come for- 
ward in abundance for the settlements with the Treasury.” These suggestions 
are confirmed by other facts elicited in reply to what we said a month ago on 
this subject. It is gratifying to find that, so far, little if any trouble has been 
visible in the monetary situation from the settlements for the four-per-cents. with 
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the Treasury. It may be added that the ablest of our bank authorities concur in 
believing that serious anxiety on this account may be dismissed as probably 
needless. In conformity with this view the rates for money are easier, and call 
loans are quoted at five to seven per cent. Subjoined are the bank averages of 


the New York Clearing House : 
Legal Excess of 
1879. Loans. Specie. Tenders. Circulation. Deposits. Reserve. 


March 1...+++$246,716,900 . $16,456,500 . $ 42,651,800 . $ 19,232,400 . $ 213,429,700 . $5,750,875 
247,674,200 «+ 16,945,200 «+ 40,593,800 .. 19,236,000 .. 213,293,100 -. 4,215,725 

+ 246,324,500 «+ 17,312,400 ++ 39,173,400 .. 19,335,200 .. 210,563.300 .. 3,844,975 

243,839,800 .. 18,803,700 -. 36,972,600 .. 19,290,900 .- 206,591,400 .. 4,128,450 

The Clearing-House exhibit of the Boston banks for the past month is as annexed: 


1879. Loans. Specie. Legal Tenders. Deposits. Circulation. 
March 1...+++0 $144,969,200 «226 $3,625,700 «++ $4,324,300 «+++ $91,153,300 +++ $ 25,399,700 
141,623,700 ..0. 3,664,500 .++- 4,650,500 «+++ 87,339,600 ..2. 25,613,100 

141,308,300 «+++ 3,649,900 eee 457509300 «e+e 86,453,700 «eee 25,562,000 

140,442,800 «+++ 3,620,800 eeee 45713,000 «eee 84,675,700 cove 25,445,500 


The Philadelphia bank exhibit for the same period is as follows : 


1879. Loans. Reserue. Deposits, Circulation. 

March $ 57,600,832 $15,947,786 esos $45,378,745 coos $11,321,223 

58,268,234 15,939,655 cece 46,028,638 11,347,059 

58,486,555 ++ 15,859,150 . 46,336,572 11,355,472 

58,506,715 sees 15,360,266 sees 45,763,408 oes 11,361,550 

The stock market is more quiet. Governments are fairly active but irregular. 

State bonds are neglected. Railroad bonds are firm, with less inquiry for 

the lower-priced securities. Railroad shares are unsettled, and prices favor the 

buyer, The coal stocks are less in favor. The uncertainty which has 

shrouded the monetary situation is reflected in the movements of several of 

the more speculative descriptions of securities. The following are our usual 
quotations : 


QUOTATIONS : Feb. 24. Mar. 4. Mar. 11. Mar .17. Mar. 24. 
U.S. 5-20s, 1867 Coup. 102 oe 102% .. 102%. 1025 102% 
U.S. 10-40s Coup....- 104%. 12K. 102% .. 101%. 1014 
West. Union Tel. Co.. 101% . 107¥%8 + 104% .. 10438 . 10234 
N. Y. C. & Hudson R. 117% ee 116% .. 1157 + 114% oe 112% 
Lake Shore . jo¥% «. 71% +. 71% oe 7114 oe 69% 
Chicago & Rock Island 132% .. 129% .. 129 oe 131% «. 129 
New Jersey Central... 42% «- 37% «6 38. 385% .. 361% 
Del. Lack. & West ... 53 id 457% + 48% 

Delaware & Hudson.. 42 oe 38% - 41 
North Western........ 5758 + 524% oe 544 
14% : 12% 
267% «- 252 ++ 250 +e jae 
Call Loans. $ @4e « ¢ ~~ 3 @S oo 6 “ § 
Discounts @s - 34@5 + 34@s5% . @ - 5% 
4-85-4.8814 «+ 4.8614-4.8914.. 4.8614-4.8914.. ++ 4.86-4.8814 
Treasury balances, cur. $ 49,774,540 -+ $451049)384 ++ $47,606,820 .. $47,157,)216-. $45,947,638 
Do. do. gold. $ 115,889,200 .. $ 116,723,823 .. $116,557,138.. $117,168,200 .. $ 118,212,362 


Foreign exchange is lower in consequence of the monetary outlook having 
been somewhat lowering, and the rates of interest enhanced. The few transac- 
tions which are reported range somewhat below the usual quotations. The 
foreign money markets are easy. At London, the rate of discount for three 
months bills is one and three-quarters per cent., which is three-quarters per cent. 
below the bank rate, There is, however, of course, a large volume of business 
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at higher rates. For money must be had by merchants and tradesmen, and 
considerable apprehension prevails in some quarters from the depression of trade, 
the frequency of failures, and the falling off in British exports. Further rumors 
of impending banking trouble in London are renewed to-day by the announce- 
ment that heavy losses by the Oriental Banking Co-operation have not only 
made it pass its usual semi-annual dividend, but have also wiped out its whole 
remaining surplus of £ 325,000 sterling. Last year its surplus was £ 500,000, 
of which £175,000 was absorbed by the losses written off. This bank has 
always done a large business in India and China. It was organized in 1851. 
Its paid up capital is £ 1,500,000 and the dividend last year was ten per 
cent. The £25 shares sold last December at 32 and to-day they are quoted 
at 18 against 27 three weeks ago. 

During the six months ending February 28, 1879, the money value of the 
wheat, flour, barley, oats, peas, beans and Indian corn, imported by Great 
Britain was £10,091,959 less than during the six months ending February 28, 
1878. The larger part of this reduction was from a fall in prices. There was 
no appreciable reduction of quantities except in respect to wheat, the import of 
which was diminished 5,509,525 cwt. Comparing the same periods, there was 
during the last year an increased sale by British farmers of 4,989,650 cwt. of 
wheat. 

The Bank of England rate of discount was reduced, on March 13th, to 
two-and-a-half per cent. 

During the six months ending March 1, 1879, the exports of wheat from the 
Atlantic ports of the United States, reducing flour to wheat, are computed at 
75 million bushels, of which 28 went to Great Britain and 32 to the Continent 
of Europe. 

The wheat crop in France in 1877 was short, so that a French importation 
of 22 million bushels was required during the year 1877-8. The crop in 1878 
was very much worse, being deficient, as French statisticians compute, 56 mil- 
lions as compared with 1877. The British crop of 1878, although bad in 
quality, was an improvement in quantity on the crop of 1877, but this gain in 
the amount of the British crop was much less than the reduction of the French 
crop. The wheat harvest of 1878 was nowhere extraordinarily good, except in 
Hungary and the United States. 


a ESS 
DEATHS. 


At New CANAAN, CONN., on Monday, February 24th, aged seventy-nine 
years, STEPHEN Hoyt, late President of the First National Bank. 

At Exeter, N. H., on Saturday, March 8th, aged sixty years, JEREMIAH 
L. MERRILL, President of the National Granite State Bank. 

At SALEM, Mass., on Wednesday, December 24th, aged seventy-eight years, 
WILLIAM B. PARKER, late President of the Naumkeag National Bank. 

At Raeicu, N. C., on Thursday, February 6th, JoHN G. WILLIAMS, late 
President of the State National Bank. 

At BARRE, Mass., on Thursday, January 16th, aged sixty years, EDWIN 
Woops, late Cashier of the First National Bank, 





